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AMENDMENT NO. 5302
At the request of Mr. NELSON of Flor-
ida, the names of the Senator from
Louisiana (Ms. LANDRIEU), the Senator
from Arkansas (Mrs. LINCOLN), the Sen-
ator from South Dakota (Mr. JOHNSON)
and the Senator from Colorado (Mr.
SALAZAR) were added as cosponsors of
amendment No. 5302 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5319
At the request of Mr. SCHUMER, his
name was added as a cosponsor of
amendment No. 5319 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5327
At the request of Mr. CHAMBLISS, the
name of the Senator from Delaware
(Mr. BIDEN) was added as a cosponsor of
amendment No. 5327 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5339
At the request of Mr. ALEXANDER, the
name of the Senator from Colorado
(Mr. SALAZAR) was added as a cospon-
sor of amendment No. 5339 intended to
be proposed to S. 3001, an original bill
to authorize appropriations for fiscal
year 2009 for military activities of the
Department of Defense, for military
construction, and for defense activities
of the Department of Energy, to pre-
scribe military personnel strengths for
such fiscal year, and for other pur-
poses.
AMENDMENT NO. 5347
At the request of Mr. FEINGOLD, the
name of the Senator from Vermont
(Mr. SANDERS) was added as a cospon-
sor of amendment No. 5347 intended to
be proposed to S. 3001, an original bill
to authorize appropriations for fiscal
year 2009 for military activities of the
Department of Defense, for military
construction, and for defense activities
of the Department of Energy, to pre-
scribe military personnel strengths for
such fiscal year, and for other pur-
poses.
AMENDMENT NO. 5369
At the request of Mr. WHITEHOUSE,
the names of the Senator from Massa-
chusetts (Mr. KENNEDY), the Senator
from Wisconsin (Mr. FEINGOLD) and the
Senator from Oregon (Mr. WYDEN) were
added as cosponsors of amendment No.
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5369 intended to be proposed to S. 3001,
an original bill to authorize appropria-
tions for fiscal year 2009 for military
activities of the Department of De-
fense, for military construction, and
for defense activities of the Depart-
ment of Energy, to prescribe military
personnel strengths for such fiscal
year, and for other purposes.
AMENDMENT NO. 5371
At the request of Ms. LANDRIEU, the
name of the Senator from Louisiana
(Mr. VITTER) was added as a cosponsor
of amendment No. 5371 intended to be
proposed to S. 3001, an original bill to
authorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5374
At the request of Mr. WHITEHOUSE,
his name was added as a cosponsor of
amendment No. 5374 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5385
At the request of Mr. MENENDEZ, the
names of the Senator from New Jersey
(Mr. LAUTENBERG), the Senator from
Maryland (Mr. CARDIN) and the Senator
from Maryland (Ms. MIKULSKI) were
added as cosponsors of amendment No.
5385 intended to be proposed to S. 3001,
an original bill to authorize appropria-
tions for fiscal year 2009 for military
activities of the Department of De-
fense, for military construction, and
for defense activities of the Depart-
ment of Energy, to prescribe military
personnel strengths for such fiscal
year, and for other purposes.
AMENDMENT NO. 5406
At the request of Mr. LEAHY, the
names of the Senator from Connecticut
(Mr. DopD) and the Senator from Ten-
nessee (Mr. CORKER) were added as co-
sponsors of amendment No. 5406 in-
tended to be proposed to S. 3001, an
original bill to authorize appropria-
tions for fiscal year 2009 for military
activities of the Department of De-
fense, for military construction, and
for defense activities of the Depart-
ment of Energy, to prescribe military
personnel strengths for such fiscal
year, and for other purposes.
AMENDMENT NO. 5409
At the request of Mr. BROWN, the
name of the Senator from Georgia (Mr.
CHAMBLISS) was added as a cosponsor of
amendment No. 5409 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
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AMENDMENT NO. 5410
At the request of Mr. HARKIN, the
name of the Senator from Delaware
(Mr. BIDEN) was added as a cosponsor of
amendment No. 5410 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5412
At the request of Mrs. CLINTON, the
name of the Senator from Illinois (Mr.
DURBIN) was added as a cosponsor of
amendment No. 5412 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5422
At the request of Mr. BAYH, the
names of the Senator from Delaware
(Mr. BIDEN), the Senator from Michi-
gan (Ms. STABENOW), the Senator from
Pennsylvania (Mr. CASEY), the Senator
from New Mexico (Mr. BINGAMAN), the
Senator from Illinois (Mr. DURBIN), the
Senator from Vermont (Mr. SANDERS)
and the Senator from Connecticut (Mr.
DopD) were added as cosponsors of
amendment No. 5422 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5439
At the request of Mrs. MCCASKILL,
the name of the Senator from Missouri
(Mr. BoND) was added as a cosponsor of
amendment No. 5439 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.
AMENDMENT NO. 5441
At the request of Mr. KERRY, his
name was added as a cosponsor of
amendment No. 5441 intended to be pro-
posed to S. 3001, an original bill to au-
thorize appropriations for fiscal year
2009 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
military personnel strengths for such
fiscal year, and for other purposes.

———

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. FEINGOLD:
S. 3472. A bill to amend the Farm Se-
curity and Rural Investment Act of
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2002 to further the adoption of tech-
nologies developed by the Department
of Agriculture, to encourage small
business partnerships in the develop-
ment of energy through biorefineries,
and for other purposes; to the Com-
mittee on Agriculture, Nutrition, and
Forestry.

Mr. FEINGOLD. Mr. President, today
I am introducing the Energy and Tech-
nology Advancement, ETA, Act of 2008.
At its heart, this bill will increase
partnerships between the Federal Gov-
ernment and businesses to help spur
the commercialization of energy, for-
estry, and other technologies—in other
words, to increase the ETA, or esti-
mated time of arrival, for bringing new
technologies to market.

This bill is among the bills I have in-
troduced this week as part of my E4
Initiative, dubbed E4 because of its
focus on HEconomy, Employment, Edu-
cation, and Energy.

Particularly in the area of energy, we
must do more to make new energy so-
lutions, like next generation biofuels, a
reality. My bill will help make the
Federal Government a better business
partner for the many businesses that
are researching and developing innova-
tive technology solutions our country
needs. We are squandering the Federal
investment of billions into research
and development by not doing enough
to prevent new technologies from sit-
ting on the shelf or being shipped to
another country. Helping these new en-
ergy technologies get off the ground is
not only a promising way to develop
the next generation of energy tech-
nology that will help break our addic-
tion to oil, it will also help to spur job
creation and enhance rural develop-
ment.

One obstacle identified by the Forest
Service’s Wisconsin-based Forest Prod-
ucts Lab which conducts forestry and
energy technology research with busi-
nesses and others, is lack of Federal
support for moving technologies from
the research and development phase to
commercialization. My bill will bridge
this gap by authorizing the U.S. De-
partment of Agriculture, USDA, which
includes the Forest Service, to work
with businesses and provide access to
resources to assist with getting tech-
nologies to market.

By encouraging the USDA to act as a
“‘business incubator,”” we can increase
the rate of success and reduce the
length of time for bringing tech-
nologies to the market. By providing a
bridge to move new technologies be-
yond the research and development
phase to commercialization, the Fed-
eral Government will accelerate the
development of new technologies and
create increased opportunities for
small businesses, local and State gov-
ernment, and others.

All energy, forestry, and other tech-
nologies will benefit from my ETA Act
because it will help new technologies
come to the market. It does so by pro-
moting the Federal Government as a
better business incubator, encouraging
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the USDA to provide business support
services, and authorizing USDA em-
ployees and private-sector employees
to work together in Federal or private
experimental or product facilities. My
bill will also increase cooperation be-
tween the Federal Government and in-
novative businesses by encouraging the
USDA to allow rental of Federal equip-
ment and property for the develop-
ment-of new technology. The cost of
the legislation is fully offset so as to
not increase the Federal deficit.

Lastly, a specific partnership encour-
aged by my Energy and Technology
Advancement Act will spur the com-
mercialization of biofuels. My bill re-
quires the USDA to pursue a bio-
refinery pilot plant that will allow
businesses to partner with the Federal
Government to test various biofuels
technologies derived from a variety of
feedstocks, including woody and agri-
culture waste.

Certainly one of today’s greatest
challenges—energy—is also one of to-
morrow’s greatest opportunities.
Today, the transportation sector ac-
counts for 70 percent of our oil con-
sumption. However, there are prom-
ising efforts to significantly lessen our
dependence on oil by reducing fuel con-
sumption through increased efficiency
and by aggressively pursuing renewable
fuels, or biofuels. The commercializa-
tion of biofuels will also create job op-
portunities, support rural development
and industries such as forestry, and de-
velop the next generation of fuels that
are sustainable and from diverse
sources.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 3472

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Energy and
Technology Advancement Act of 2008”’.

SEC. 2. FEDERAL ENERGY AND FORESTRY BUSI-
NESS ASSISTANCE.

Title IX of the Farm Security and Rural
Investment Act of 2002 (7 U.S.C. 8101 et seq.)
is amended by adding at the end the fol-
lowing:

“SEC. 9014. FEDERAL ENERGY AND FORESTRY
BUSINESS ASSISTANCE.

‘‘(a) SUPPORT FOR BUSINESS INCUBATORS.—

‘(1) DEFINITIONS.—In this subsection:

““(A) BUSINESS INCUBATOR.—The term ‘busi-
ness incubator’ means the programs and as-
sistance designed to accelerate the success-
ful development of new or existing small
businesses through an array of support re-
sources and services, developed and managed
by the Secretary.

‘‘(B) DEPARTMENT.—The term ‘Department’
means the Department of Agriculture.

‘“(2) DUTY OF SECRETARY.—To further the
adoption of technologies developed by the
Department, the Secretary shall establish
criteria and procedures to facilitate and en-
courage businesses and other organizations—

‘“(A) to rent equipment and property owned
by the Federal Government for the develop-
ment of new and improved products and
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processes (including the production of rea-
sonable quantities of product for sale);

‘‘(B) to authorize employees of the Depart-
ment and employees of the private sector to
work together in experimental or production
facilities owned by—

‘(i) the Federal Government; or

‘“(ii) a private entity;

““(C) to provide business support services to
start-up and small businesses; and

‘(D) to enter into cooperative agreements
with Indian tribes, States, counties, institu-
tions of higher education, and other edu-
cational and governmental units to support
business incubators for businesses that use
technologies and products of interest to the
Secretary.

““(b) ESTABLISHMENT OF BIOREFINERY PILOT
PLANT.—

‘(1) DUTY OF SECRETARY.—Not later than 90
days after the date of enactment of this sec-
tion, in accordance with paragraph (2), the
Secretary shall submit to the appropriate
committees of Congress a plan for the devel-
opment and construction of a biorefinery
pilot plant.

¢(2) COST ESTIMATES.—The Secretary shall
include in the plan described in paragraph (1)
a comprehensive estimate of each cost relat-
ing to the development and construction of
the biorefinery pilot plant that is the subject
of the plan.

‘(3) DESIGN REQUIREMENTS.—The bio-
refinery pilot plant that is the subject of the
plan described in paragraph (1) shall be de-
signed to enable the plant—

““(A) to produce liquid fuels from woody,
agricultural, and other biomass—

‘(i) in a flexible, multi-bioproduct manner;

‘“(ii) in a sustainable manner that address-
es life-cycle inputs and outputs; and

‘‘(iii) in quantities sufficient—

““(I) to provide proof of process; and

“(II) to allow for business incubator and
support services described in subsection (a);
and

“(B) to employ, at a minimum,
thermochemical and biochemical conversion
processes in the production of liquid fuels.

“‘(¢c) FUNDING.—Of the amounts made avail-
able to the Secretary for programmatic and
administrative expenditures, the Secretary
shall use such sums as are necessary to carry
out this section.”.

By Mr. KYL:

S. 3473. A Dbill to resolve water rights
claims of the White Mountain Apache
Tribe in the State of Arizona, and for
other purposes; to the Committee on
Indian Affairs.

Mr. KYL. Mr. President, today I am
pleased to introduce the White Moun-
tain Apache Tribe Water Rights Quan-
tification Act of 2008. This legislation
would authorize, confirm, and ratify
the White Mountain Apache Tribe
Water Rights Quantification Agree-
ment and authorize funding for a key
drinking water project on the tribe’s
reservation. The White Mountain
Apache Tribe and the water users and
providers of Arizona have waited a long
time for this day. In fact, the legisla-
tion I am introducing today is the
product of nearly 3 years of negotiation
and the tremendous work of the settle-
ment parties.

On behalf of the tribe, the U.S. filed
substantial claims to water in the Gila
River and Little Colorado River Gen-
eral Stream adjudications in Arizona.
Absent a settlement, resolution of
these claims would take many years,
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entail great expense, prolong uncer-
tainty concerning the availability of
water supplies, and seriously impair
the long-term economic well-being of
all of the parties to the settlement.
Specifically, without a settlement, the
tribe’s claims could impact water users
in the Salt River system, a major
water source within the State of Ari-
zona.

Within the last few days, the rep-
resentatives of the non-federal water
settlement parties have indicated that
a settlement is nearly finalized. The
parties’ representatives have expressed
their written support for the settle-
ment and have indicated that they will
be submitting the settlement to their
respective governing bodies for review
and action.

Under the settlement agreement, the
tribe would have a right to a total an-
nual diversion water right of 99,000
acre-feet per year through a combina-
tion of surface water and Central Ari-
zona Project water sources. The legis-
lation would confirm, authorize, and
ratify the parties’ settlement and pro-
vide federal funding for a desperately
needed drinking water project on the
tribe’s reservation—the Miner Flat
Project.

Currently, a relatively small well
field serves the drinking water needs of
the majority of the residents on the
reservation, but production from the
wells has declined significantly over
the last few years. As a result, the
tribe has experienced summer drinking
water shortages. The tribe is planning
to construct a small Rural Develop-
ment funded diversion project on the
North Fork of the White River on its
reservation this year. It indicates that
when the project is completed it will
replace most of the lost production
from the existing well field, but will
not produce enough water to meet the
demand of the tribe’s growing popu-
lation. The Miner Flat Project would
provide a longterm solution for the
tribe’s drinking water shortages.

Consequently, not only would the
legislation I have introduced today
provide certainty to water users in the
State of Arizona regarding their future
water supplies, it would provide the
tribe with a long-term reliable source
of drinking water. Therefore, I urge my
colleagues to support this legislation.

Mr. President, I ask unanimous con-
sent that letters of support be printed
in the RECORD.

There being no objection, the mate-
rial was ordered to be placed in the
RECORD, as follows:

CENTRAL ARIZONA PROJECT,
Phoenix, AZ, September 4, 2008.
Hon. JoON KYL,
U.S. Senate, Hart Building,
Washington, DC.

DEAR SENATOR KYL: I am writing as coun-
sel for the Central Arizona Water Conserva-
tion District regarding legislation to author-
ize a settlement of the water rights claims of
the White Mountain Apache Tribe. As you
know, my staff and I have been personally
involved in the negotiations to settle the
water rights claims of the Tribe. My staff
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and I have had the opportunity to review the
most recent drafts of the authorizing legisla-
tion and the settlement agreement and we
intend to recommend approval of the settle-
ment to our governing Board. In our judg-
ment, the proposed settlement is consistent
with the Arizona Water Settlements Act and
represents an important step forward in Ari-
zona’s efforts to resolve outstanding Indian
water rights claims. We look forward to con-
tinuing to work with you and the other
members of the Arizona congressional dele-
gation in bringing this important settlement
to fruition.
Sincerely,
DoUuGLAS K. MILLER,
General Counsel, CAWCD.

AUGUST 29, 2008.
Senator JON KYL,
East Camelback Road,
Phoenix, AZ.

DEAR SENATOR KYL: We the undersigned
representatives of parties to the White
Mountain Apache Tribe Quantification
Agreement have reviewed the attached
Quantification Agreement, Exhibits, and ac-
companying draft legislation (‘‘Settlement
Documents’’). Based upon our participation
in the negotiations and/or our review of the
attached Settlement Documents, we, at this
time, intend to express our support for the
Settlement Documents and plan to submit
them for our governing bodies’ review and
action. As of the date of this letter, we are
not aware of any reason why our governing
bodies would not support the Settlement
Documents. The governing bodies, however,
must conduct a final review of the Settle-
ment Documents and make a decision.

The Settlement Documents may be revised
as agreed upon by the parties. We understand
that authorizations for appropriations in-
cluded within the draft legislation are still
subject to agreement between you and the
White Mountain Apache Tribe.

Signed by 17 representatives of parties to
the White Mountain Apache Tribe Quan-
tification Agreement.

By Mr. CARPER (for himself and
Mr. LIEBERMAN):

S. 3474. A bill to amend title 44,
United States Code, to enhance infor-
mation security of the Federal Govern-
ment, and for other purposes; to the
Committee on Homeland Security and
Governmental Affairs.

Mr. CARPER. Mr. President, I rise
today with my colleague Senator
LIEBERMAN to introduce the Federal In-
formation Security Management Act of
2008.

Although the name of the bill may
not sound very exciting, let me assure
you that this piece of legislation could
be one of the most important pieces of
legislation Congress passes this ses-
sion.

Every day, massive amounts of infor-
mation is transmitted across the global
information infrastructure. Some of
this information is routine e-mail be-
tween co-workers making lunch plans
or a couple making plans for who will
pick up the kids at school. Much of it,
however consists of highly sensitive
military and commercial secrets. As
everyone can attest to, increasing glob-
al interconnectivity has greatly in-
creased our productivity and ability to
communicate. However, it has also in-
creased our responsibility to make sure
this information is protected.
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The Federal Government stores with-
in its databases some of our Nation’s
most critical military, economic, and
commercial secrets. Great harm could
be caused if it were to fall into the
wrong hands. Knowing this, nation-
states and criminal groups are spend-
ing a good deal of money and time try-
ing to access it.

According to a report released back
in March by the Department of De-
fense, the U.S. Government and our al-
lies around the world have come under
attack in the past year on a number of
occasions by hackers from addresses
that appear to originate from within
the Chinese government. These hackers
were able to compromise information
systems at government agencies, de-
fense-related think tanks, contractors,
and financial institutions. Germany’s
domestic intelligence agency, the Ger-
man Office for the Protection of the
Constitution, has accused China of
sponsoring these attacks ‘‘almost
daily” in an attempt to ‘‘intensively
gather political, military, corporate-
strategic and scientific information in
order to bridge their technological gaps
as quickly as possible.”

The threat of a nation-state cyber at-
tack is very real. Last year in Estonia,
an attack by Russian hackers was co-
ordinated through online chat rooms
and Web sites. This ‘“‘Cyber War,” as
the media called it, shut down Web
sites of a number of Estonian organiza-
tions, including the Estonian par-
liament, banks, ministries, newspapers,
and broadcasters.

But we don’t have to look overseas to
find threats to our information secu-
rity. Sometimes, we only have to look
in our own backyards. Just last year,
the Veterans Affairs Department had
an external hard drive stolen, exposing
sensitive personal information on near-
ly 2 million individuals. But this isn’t
the only example. Not by a long shot.
The Departments of Defense, Transpor-
tation, Commerce, Health and Human
Services, Homeland Security, Edu-
cation, Agriculture, and State have all
had sensitive information compromised
by current or former employees. These
incidents are simply unacceptable.

The original Federal Information Se-
curity Management Act, or FISMA,
came out of a recognition a few years
ago of the critical importance of pro-
tecting our information systems. Since
then, agencies have made extraor-
dinary progress in implementing cru-
cial information security measures.
They should be acknowledged and con-
gratulated for their efforts. However, 1
am concerned that, 5 years after the
passage of FISMA, agencies may have
fallen into the trap of complacency and
are just checking boxes to show com-
pliance with requirements written into
a bill.

The bill Senator LIEBERMAN and I
have put forward today will help ad-
dress this issue. Our bill empowers
Chief Information Security Officers to
deny access to the agency network if
proper security policies are not being
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followed. If we are going to hold these
hardworking individuals accountable
in Congress for information security,
then we should give them the author-
ity to do so.

Our bill requires that individuals
hired to be Chief Information Security
Officers be qualified to monitor, detect,
and respond to cyber intrusions rather
than someone who spends much of
their time checking boxes and filling
out paperwork.

Our bill will increase collaboration
and teamwork and ensure that Chief
Information Security Officers continue
to keep up to date on the latest tech-
nologies and security threats by estab-
lishing a Chief Information Security
Officers Council. The council will be an
open forum where senior officials can
be open and honest about security
breaches and work together to solve
them. This council will be chaired by
the National Cyber Security Center Di-
rector and will break down the artifi-
cial boundaries that have previously
existed in cyberspace.

Our bill will also require the Depart-
ment of Homeland Security to conduct
an annual operational evaluation of
agency networks. This evaluation will
test whether those who want to cause
mischief or do us harm can access our
sensitive information, much like we
test whether terrorists can enter our
nuclear facilities or military bases.
This evaluation will provide agency
leadership and Congress with a better
picture of where our weaknesses are
and where we need to focus our atten-
tion and resources.

Most importantly, our bill will
strengthen information security re-
quirements in contracts when agencies
purchase services or products from pri-
vate vendors. No longer should agen-
cies and Congress have to clean up a se-
curity mess after an incident has al-
ready happened. Instead, we need to
start focusing on purchasing more se-
cure services and products that will
help prevent these intrusions from hap-
pening in the first place.

I look forward to working with my
colleagues to get these important and
necessary reforms enacted before it is
too late. I think everyone can agree
that computers, the Internet, and cut-
ting-edge technology have greatly ben-
efited our government and our society.
But we also need to recognize that it
has greatly increased the threats we
face on a daily basis.

In times like these we need to accept
our responsibility to protect sensitive
information and be held accountable
when we fail.

Mr. President, I ask unanimous con-
sent that the text of bill be printed in
the RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 3474

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
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SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Federal In-
formation Security Management Act of 2008’
or the “FISMA Act of 2008”°.

SEC. 2. DEFINITIONS.

Section 3542(b) of title 44, United States
Code, is amended by adding at the end the
following:

‘“(4) The term ‘adequate security’ means
security commensurate with the risk and
magnitude of harm resulting from the loss,
misuse, or unauthorized access to or modi-
fication of information.

‘“(6) The term ‘incident’ means an occur-
rence that actually or potentially jeopard-
izes the confidentiality, integrity, or avail-
ability of an information system or the in-
formation the system processes, stores, or
transmits or that constitutes a violation or
imminent threat of violation of security
policies, security procedures, or acceptable
use policies.

‘“(6) The term ‘information infrastructure’
means the underlying framework that infor-
mation systems and assets rely on in proc-
essing, transmitting, receiving, or storing in-
formation electronically.”.

SEC. 3. ANNUAL INDEPENDENT AUDIT.

(a) REQUIREMENT FOR AUDIT INSTEAD OF
EVALUATION.—Section 3545 of title 44, United
States Code, is amended—

(1) in the section heading, by striking
‘“‘evaluation’’ and inserting ‘‘audit’ ; and

(2) in paragraphs (1) and (2) of subsection
(a), by striking ‘‘evaluation’ and inserting
“‘audit’ both places that term appears.

(b) ADDITIONAL SPECIFIC REQUIREMENTS FOR
AUDITS.—Section 3545(a) of such title is
amended—

(1) in paragraph (2)—

(A) in subparagraph (A), by striking ‘‘sub-
set of the agency’s information systems;”
and inserting the following: ‘‘subset of—

‘(i) the information systems used or oper-
ated by the agency; and

‘“(ii) the information systems used, oper-
ated, or supported on behalf of the agency by
a contractor of the agency, any subcon-
tractor (at any tier) of such a contractor, or
any other entity;”’;

(B) in subparagraph (B), by striking ‘‘and”’
at the end;

(C) in subparagraph (C), by striking the pe-
riod and inserting ¢; and’’; and

(D) by adding at the end the following new
subparagraph:

‘(D) a conclusion as to whether the agen-
cy’s information security controls are effec-
tive, including an identification of any sig-
nificant deficiencies identified in such con-
trols.”’; and

(2) by adding at the end the following:

‘“(3) Each audit under this section shall
conform to generally accepted government
auditing standards.”’.

(c) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) Each of the following provisions of sec-
tion 3545 of title 44, United States Code, is
amended by striking ‘‘evaluation’ and in-
serting ‘‘audit’’ each place it appears:

(A) Subsection (b)(1).

(B) Subsection (b)(2).

(C) Subsection (c).

(D) Subsection (e)(1).

(E) Subsection (e)(2).

(2) Section 3545(d) of such title is amended
to read as follows:

¢“(d) EXISTING INFORMATION.—The audit re-
quired by this section may include consider-
ation of relevant audits, evaluations, re-
ports, or other information relating to pro-
grams or practices of the applicable agen-

cy.”’.

(3) Section 3545(f) of such title is amended
by striking ‘‘evaluators’” and inserting
“‘fauditors”’.
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(4) Section 3545(g)(1) of such title is amend-
ed by striking ‘‘evaluations’ and inserting
“audits”.

(5) Section 3545(g)(3) of such title is amend-
ed by striking ‘‘Evaluations’ and inserting
“Audits’.

(6) Section 3543(a)(8)(A) of such title is
amended by striking ‘‘evaluations’ and in-
serting ‘‘audits’.

(7) Section 3544(b)(5)(B) of such title is
amended by striking ‘‘a evaluation” and in-
serting ‘‘an audit, evaluation, report, or
other information relating to programs or
practices of the applicable agency’’.

SEC. 4. CHIEF INFORMATION SECURITY OFFICER
AND CHIEF INFORMATION SECURITY
OFFICER COUNCIL.

(a) DELEGATIONS TO CHIEF INFORMATION SE-
CURITY OFFICER.—Section 3544(a) of title 44,
United States Code, is amended—

(1) in paragraph (3)—

(A) in the matter preceding subparagraph
(A)—

(i) by striking ‘‘Chief Information Officer
established under section 3506’ and inserting
“Chief Information Security Officer des-
ignated under section 3548’; and

(ii) by striking ‘‘ensure compliance’ and
inserting ‘‘enforce compliance’’;

(B) by striking subparagraph (A); and

(C) by redesignating subparagraphs (B)
through (E) as subparagraphs (A) through
(D), respectively;

(2) in paragraph (4), by inserting
cleared” after ‘‘trained’’; and

(3) in paragraph (5), by striking ‘‘Chief In-
formation Officer’” and inserting ‘‘Chief In-
formation Security Officer’.

(b) CHIEF INFORMATION SECURITY OFFICER
AND CHIEF INFORMATION SECURITY OFFICER
CouUNCIL.—Chapter 35 of title 44, United
States Code, is amended—

(1) by redesignating sections 3548 and 3549
as sections 35563 and 3554, respectively; and

(2) by inserting after section 3547 the fol-
lowing:

“§ 3548. Chief Information Security Officers

‘‘(a) DESIGNATIONS.—(1) Except as provided
under paragraph (2), the head of each agency
shall designate a Chief Information Security
Officer who with such agency head shall
carry out the responsibilities of the agency
under this subchapter. An individual may
not serve as the Chief Information Officer
and the Chief Information Security Officer
for an agency at the same time. The Chief
Information Security Officer shall report di-
rectly to the Chief Information Officer to
carry out such responsibilities.

¢(2) The Secretary of Defense and the Sec-
retary of each military department may
each designate Chief Information Security
Officers who with the Secretary making the
designation shall carry out the responsibil-
ities of the applicable department under this
subchapter. An individual may not serve as
the Chief Information Officer and the Chief
Information Security Officer for a depart-
ment at the same time. The Secretary shall
provide for the Chief Information Security
Officer to report to the applicable Chief In-
formation Officer to carry out such respon-
sibilities. If more than 1 Chief Information
Security Officer is designated, the respective
duties of the Chief Information Security Of-
ficers shall be clearly delineated.

“(b) QUALIFICATIONS AND GENERAL DU-
TIES.—A Chief Information Security Officer
shall—

‘(1) possess necessary qualifications, in-
cluding education, professional certifi-
cations, training, experience, and the secu-
rity clearance required to administer the
functions described under this subchapter;
and

‘(2) have information security duties as
the primary duty of that official.

“and
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‘‘(c) RESPONSIBILITIES.—A Chief Informa-
tion Security Officer for an agency shall
have the mission, budget, resources, and au-
thority necessary to—

‘(1) oversee the establishment and mainte-
nance of an incident response capability that
on a continuous basis can—

‘“(A) detect, report, respond to, contain, in-
vestigate, attribute, and mitigate any net-
work, computer, or data security incident
that impairs adequate security, in accord-
ance with policy provided by the Office of
Management and Budget, in consultation
with the Chief Information Security Officer
Council, and guidance from the National In-
stitute of Standards and Technology;

‘(B) collaborate with other public and pri-
vate sector incident response resources to
address incidents that extend beyond the
agency; and

“(C) not later than 24 hours after discovery
of any incident described under subpara-
graph (A) unless otherwise directed by policy
of the Office of Management and Budget,
provide notice to the appropriate supporting
information security operating center, in-
spector general, and the United States Com-
puter Emergency Readiness Team;

‘“(2) collaborate with the Chief Information
Officer to establish, maintain, and update an
enterprise network, system, storage, and se-
curity architecture framework documenta-
tion to be submitted quarterly to the United
States Computer Emergency Readiness
Team, that includes—

““(A) documentation of how technical, man-
agerial, and operational security controls
are implemented throughout the agency’s in-
formation infrastructure; and

“(B) documentation of how the controls de-
scribed under subparagraph (A) maintain the
appropriate level of confidentiality, integ-
rity, and availability of electronic informa-
tion and information systems based on Na-
tional Institute of Standards and Technology
guidance and Chief Information Security Of-
ficers Council recommended approaches;

““(3) ensure that—

““(A) risk assessments are conducted on a
periodic basis;

‘‘(B) penetration tests are conducted com-
mensurate with risk (as defined by the Na-
tional Institute of Standards and Tech-
nology) for an agency’s information infra-
structure; and

‘(C) information security vulnerabilities
are mitigated in a timely fashion;

‘‘(4) ensure that annual information tech-
nology security awareness and role-based
training for agency employees and contrac-
tors is conducted;

‘“(b) create, maintain, and manage an infor-
mation security performance measurement
system that aligns with agency goals and
budget process; and

¢“(6) direct and manage information tech-
nology security programs and functions
within all subordinate agency organizations
(including components, bureaus, offices, and
other organizations within the agency).

‘‘(d) CONTINUOUS TECHNICAL MONITORING
FOR MALICIOUS ACTIVITY OF AGENCY NETWORK
AND INFORMATION SYSTEM.—(1) Each agency
shall establish a mechanism that allows the
Chief Information Security Officer of the
agency to detect, monitor, correlate, and
analyze, the security of any information sys-
tem that is connected to the agency’s infor-
mation infrastructure on a continuous basis
through automated monitoring.

“(2) The Chief Information Security Officer
of an agency shall be responsible for and
have the authority to assure that any infor-
mation system connected to the network (di-
rectly or indirectly) that does not comply
with security policies and standards, or has
been compromised, is denied access and use
of the agency network until the information
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system meets or exceeds accepted security
policies and standards established by—

‘“(A) the National Institute of Standards
and Technology;

‘(B) the Office of Management and Budget;
and

‘“(C) the applicable agency.

‘“(3) After notification to the applicable
agency’s Chief Information Officer, the Chief
Information Security Officer of an agency
may prevent access to any information sys-
tem or individual that is using or attempts
to use the agency information infrastructure
if information security policies and proce-
dures have not been followed or imple-
mented.

‘“(4) If the Chief Information Security Offi-
cer recognizes a network, computer, or data
security incident that impairs adequate se-
curity of an interagency information system,
the Chief Information Security Officer shall
notify the managing agency, agency inspec-
tor general, and the United States Computer
Emergency Readiness Team within 24 hours
after discovery of an incident as defined by
policy of the Office of Management and
Budget.

‘““(e) OPERATIONAL EVALUATION.—(1) The
Chief Information Security Officer of an
agency in consultation with the agency Chief
Information Officer, with recommendations
from the Chief Information Security Officers
Council and in consultation with the Sec-
retary of Homeland Security and the heads
of other appropriate Federal agencies,
shall—

‘‘(A) establish security control testing pro-
tocols that ensure that the information in-
frastructure of the agency, including con-
tractor information systems operating on be-
half of the agency are effectively protected
against known vulnerabilities, attacks, and
exploitations;

‘“(B) oversee the deployment of such proto-
cols throughout the information infrastruc-
ture of the agency; and

‘“(C) update and test such protocols on a
recurring basis.

‘“(2) After consideration of best practices
and recommendations for operational eval-
uations established by the Chief Information
Security Officer Council and in consultation
with the heads of appropriate agencies, the
Department of Homeland Security shall no
less than annually—

‘“(A) conduct an operational evaluation of
the information infrastructure of each agen-
cy for known vulnerabilities, attacks, and
exploitations of Federal networks on a fre-
quent and recurring basis;

‘“(B) evaluate the ability of each agency to
monitor, detect, correlate, analyze, report,
and respond to breaches in information secu-
rity policies and practices;

‘“(C) report to the agency head, the Chief
Information Officer, and the Chief Informa-
tion Security Officer of the applicable agen-
cy the findings of the operational evaluation;
and

‘(D) in consultation with the Chief Infor-
mation Officer and the Chief Information Se-
curity Officer of the applicable agency, as-
sist with mitigating exploited
vulnerabilities, attacks, and exploitations.

“(3) Not later than 30 days after receiving
an operational evaluation under paragraph
(2), the Chief Information Security Officer of
an agency shall provide the Chief Informa-
tion Officer and the agency head a plan for
addressing recommendations and mitigating
vulnerabilities contained in the security re-
ports identified under paragraph (2), includ-
ing a timeline and budget for implementing
such plan.

‘“(f) NATIONAL SECURITY SYSTEMS.—Sub-
sections (c), (d), and (e) shall not apply to
any national security system as defined
under section 3542(b)(2) so long as that sys-
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tem is evaluated in a manner consistent with

processes described under subsection (e)(2)

(A) through (D) of this section.

“§3549. Chief Information Security Officer
Council

‘‘(a) ESTABLISHMENT.—There is established
in the executive branch a Chief Information
Security Officers Council (in this section re-
ferred to as the ‘Council’).

‘“(b) MEMBERSHIP.—The members of the
Council shall be full-time senior government
employees. The members shall be as follows:

(1 The Administrator of the Office of
Electronic Government of the Office of Man-
agement and Budget.

‘“(2) The Chief Information Security Officer
of each agency described under section 901(b)
of title 31.

¢“(3) The Chief Information Security Officer
of the Department of the Army, the Depart-
ment of the Navy, and the Department of the
Air Force, if chief information officers have
been designated for such departments under
section 3506(a)(2)(B).

‘“(4) A representative from the Office of the
Director of National Intelligence.

““(6) A representative from the TUnited
States Strategic Command.

‘““(6) A representative from the TUnited
States Computer Emergency Readiness
Team.

“(7T) A representative from the Intelligence
Community Incident Response Center.

‘“(8) A representative from the Committee
on National Security Systems.

‘“(9) Any other officer or employee of the
United States designated by the chairperson.

‘‘(c) CoO-CHAIRPERSONS AND VICE CHAIR-
PERSONS.—(1) The Director of the National
Cyber Security Center shall act as chair-
person of the Council. The Administrator of
the Office of Electronic Government of the
Office of Management and Budget shall act
as co-chairperson of the Council.

‘“(2) The vice chairperson of the Council
shall be selected by the Council from among
its members. The vice chairperson shall
serve a l-year term and may serve multiple
terms. The vice chairperson shall serve as a
liaison to the Chief Information Officer,
Council Committee on National Security
Systems, and other councils or committees
as appointed by the chairperson.

‘(d) FUNCTIONS.—(1) The Council shall be
the principal interagency forum for estab-
lishing best practices and recommendations
for operational evaluations that use attack-
based testing protocols established under
section 3548(e).

‘(2) The Council shall—

‘“(A) share experiences and innovative ap-
proaches relating to information sharing and
information security best practices, penetra-
tion testing regimes, and incident response
mitigation;

“(B) promote the development and use of
standard performance measures for agency
information security that—

‘(i) are outcome-based;

¢“(ii) focus on risk management;

‘‘(iii) align with the business and program
goals of the agency;

‘(iv) measure improvements in the agency
security posture over time; and

‘‘(v) reduce burdensome compliance meas-
ures;

‘“(C) develop and recommend to the Office
of Management and Budget the necessary
qualifications to be established for Chief In-
formation Security Officers to be capable of
administering the functions described under
this subchapter including education, train-
ing, and experience;

‘(D) enhance information system certifi-
cation and accreditation processes by estab-
lishing a prioritized baseline of information
security measures and controls that can be
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continuously monitored through automated
mechanisms; and

‘“(E) submit proposed enhancements to the
Office of Management and Budget.

“§3550. Requirements for contracts relating
to agency information and information sys-
tems
‘“(a) IN GENERAL.—(1) Not later than 180

days after the date of enactment of the Fed-
eral Information Security Management Act
of 2008, the Director of the Office of Manage-
ment and Budget, in consultation with the
Director of the National Institutes of Stand-
ards and Technology, shall promulgate infor-
mation security regulations governing con-
tracts (including task or delivery orders
issued pursuant to contracts) between the
Federal Government and any individual, cor-
poration, partnership, organization, or other
entity that interfaces with an information
system of an agency or collects, stores, oper-
ates, or maintains information on behalf of
the agency.

‘“(2) Regulations promulgated under this
subsection shall specify requirements con-
cerning—

‘““(A) adequacy and effectiveness of the se-
curity of information systems;

‘(B) the collection and transmission of in-
formation, including personally identifiable
information; and

¢“(C) procedures in the event of a security
incident.

“(b) COMPLIANCE.—Notwithstanding any
other provision of law, effective 180 days
after the issuance of regulations under sub-
section (a), no agency may enter into a con-
tract (or issue a task or delivery orders
under a contract), or otherwise enter into an
agreement, with an individual, corporation,
partnership, organization, or other entity
that interfaces with an information system
of an agency or collects, stores, operates, or
maintains information on behalf of the agen-
cy, unless the requirements of the contract
or agreement are in compliance with such
regulations.

“(c) SECURITY REQUIREMENTS.—Notwith-
standing any other provision of law, effective
3 years after the issuance of regulations
under subsection (a), no agency may enter
into a contract (or issue a task or delivery
order under contract), or otherwise enter
into an agreement, with an individual, cor-
poration, partnership, organization, or other
entity for commercial off the shelf items, in-
cluding hardware and software that does not
conform to the security requirements in
such regulations.

“§3551. Reports to Congress
‘‘(a) ANNUAL REPORTS.—(1) On March 1 of

each year, the Department of Homeland Se-

curity shall submit a report on operational
evaluations and testing protocols to—

“‘(A) the Committee on Homeland Security
and Governmental Affairs of the Senate;

‘(B) the Committee on Oversight and Gov-
ernment Reform and the Committee on
Homeland Security of the House of Rep-
resentatives;

“(C) the Select Committee on Intelligence
of the Senate;

‘(D) the Permanent Select Committee on
Intelligence of the House of Representatives;

‘“(E) the Government Accountability Of-
fice; and

‘“(F) the President’s Council on Integrity
and Efficiency and the Executive Council on
Integrity and Efficiency.

*“(2) Each report submitted under this sub-
section shall—

““(A) provide detailed information on the
operational evaluations of each agency per-
formed during the preceding fiscal year, the
results of such evaluations, and any actions
that remain to be taken under plans included
in corrective action reports under section
3548(e)(3);
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‘(B) describe the effectiveness of the test-
ing protocols developed under section
3548(e)(1) in mitigating the risks associated
with known vulnerabilities, attacks, and ex-
ploitations of the information infrastructure
of each agency;

‘“(C) describe the information security pos-
ture of the Federal Government, including—

‘(i) the risks to the confidentiality, integ-
rity, and availability of information govern-
mentwide; and

‘(i) a plan of action and milestones to
mitigate the risks governmentwide;

‘(D) include any recommendations for rel-
evant executive branch action and congres-
sional oversight; and

‘“(E) include an unclassified and classified
report of the operational evaluation.

“(b) SECURITY REPORTS AND CORRECTIVE
ACTION REPORTS.—The agency head and in-
spector general of each agency shall make
all information security reports and infor-
mation security corrective action reports
available upon request to—

‘(1) the Secretary of Homeland Security
for purposes of completing the requirements
under subsection (a); and

‘“(2) the Comptroller General of the United
States.”.

(¢c) TECHNICAL AND CONFORMING AMEND-
MENTS.—The table of sections for chapter 35
of title 44, United States Code, is amended by
striking the items relating to sections 3548
and 3549 and inserting the following:

“Sec.

¢‘3548. Chief Information Security Officers.

€“35649. Chief Information Security Officer
Council.

¢35560. Requirements for contracts relating to
agency information and infor-
mation systems.

¢“3551. Reports to Congress.

¢‘3562. Authorization of appropriations.

¢‘35563. Effect on existing law.”.

By Mr. WARNER (for himself and
Mr. WEBB):

S. 3477. A bill to amend title 44,
United States Code, to authorize
grants for Presidential Centers of His-
torical Excellence; to the Committee
on Homeland Security and Govern-
mental Affairs.

Mr. WARNER. Mr. President, I rise
today to introduce legislation with
Senator WEBB to help encourage the
preservation of, and public access to,
historical documents and records of
former United States Presidents. Con-
gressman GOODLATTE is joining us in
this effort and has introduced similar
legislation in the House of Representa-
tives.

The preservation of historical docu-
ments is critical to the future of any
nation. Current and future generations
can look upon the examples of those
that came before and learn from their
accomplishments, as well as their mis-
takes. Our Founding Fathers under-
stood the need to preserve important
documents for future generations.
Thomas Jefferson once said that ‘“‘a
morsel of genuine history is a thing so
rare as to be always valuable.” In addi-
tion, he considered it ‘‘the duty of
every good citizen to use all the oppor-
tunities, which occur to him, for pre-
serving documents relating to the his-
tory of our country.”

Today, we have federally supported
presidential libraries from President
Hoover onward, but, generally, we do
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not have federally supported libraries
for Presidents prior to President Hoo-
ver. The documents and records of
these Presidents are scattered through-
out America. In our view, the Federal
Government should be taking an active
role in encouraging the preservation of
these documents.

In Virginia, we have an organization
that has been leading the way in pre-
serving the records of President Wood-
row Wilson. To date, the Woodrow Wil-
son Presidential Library has preserved
several thousand documents. Last year
alone, the library received more than
one million Wilson-related documents,
and it is in the process of preserving
these documents and will make them
freely available on the Internet. Thou-
sands of people visit the library each
year to see documents that have never
been seen before in public. In my view,
libraries like the Woodrow Wilson
Presidential Library are critical to our
Nation’s history, and we should be en-
couraging more organizations to en-
gage in this important endeavor.

The legislation I introduce today will
help encourage these and other efforts
to preserve, and provide public access
to, these historical documents by au-
thorizing the National Archives and
Records Administration to provide
grants to certain organizations to sup-
port their efforts in preserving the his-
torical records of past Presidents.

I want to thank the National Ar-
chives for their assistance in drafting
this important legislation. I look for-
ward to working with my colleagues in
the Senate to see this legislation
signed into law.

Mr. WEBB. Mr. President, I rise
today to introduce bipartisan legisla-
tion with my colleague, Senator WAR-
NER, which will authorize the National
Archives and Records Administration
to make grants for the preservation of
records and other historical documents
of American Presidents. Grants will be
available to entities seeking to pre-
serve the records and other historical
documents of Presidents who do not
have a presidential library managed
and maintained by the Federal Govern-
ment. This legislation represents the
hard work and dedication of numerous
stakeholders who are working to pre-
serve these historical documents for
present and future generations to
enjoy.

The Presidential Historical Records
Preservation Act builds upon existing
efforts by the National Historical Pub-
lications and Records Commission to
promote the preservation and use of
America’s documentary heritage by
making grants available to non-profit
entities, states and local communities
that are seeking to preserve the
records and historical documents of
American Presidents. This legislation
compliments the mission of the Na-
tional Historical Publications and
Records Commission by helping the
American public understand our de-
mocracy, history, and culture. Our
country will be better off for having an
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improved, more complete under-
standing of American Presidents and
their legacies.

I would like to especially thank the
Woodrow Wilson Presidential Library
Foundation for its efforts to bring this
issue to Congress’ attention. For the
last seventy years, the Woodrow Wil-
son Presidential Library Foundation in
Staunton, Virginia has admirably
served as caretaker of President Wood-
row Wilson’s papers and artifacts, dedi-
cating itself to the preservation of Wil-
son’s legacy. But it has done so with-
out the resources afforded to other
presidential libraries in the Federal
system.

This legislation, if enacted, will help
the Woodrow Wilson Presidential Li-
brary Foundation, and other non-profit
entities like it, preserve and make
available to the public the historical
records and documents of American
Presidents. The Woodrow Wilson Presi-
dential Library serves as the center for
education and study of Woodrow Wil-
son’s life and legacies, and the passage
of this legislation will enable people
from this country and abroad to learn
more about the life and work of our na-
tion’s 28th President.

I would also like to thank the Archi-
vist of the United States, Dr. Allen
Weinstein, and his staff for their dedi-
cation and service to our nation. Their
efforts in assisting Senator WARNER
and me as we crafted this legislation
represent the very best in good govern-
ment and commitment to serving the
American public.

I am hopeful that the Committee on
Homeland Security and Governmental
Affairs will consider this legislation
expeditiously and that we can enact it
during the remainder of this congres-
sional session.

I ask that my full statement be
printed in the RECORD where the bill
appears. I yield the floor.

By Mr. BAUCUS (for himself and
Mr. GRASSLEY):

S. 3478. A bill to amend the Internal
Revenue Code of 1986 to provide incen-
tives for the production of energy, to
provide transportation and domestic
fuel security, and to provide incentives
for energy conservation and energy ef-
ficiency, and for other purposes; to the
Committee on Finance.

Mr. BAUCUS. Mr. President, today, I
join with my colleague CHUCK GRASS-
LEY, the Finance Committee’s ranking
Republican member, to introduce the
Energy Independence and Innovation
Act of 2008.

This bill will create jobs. It will help
consumers with high energy costs. It
will contribute to energy security. It
will help secure America’s place as a
world leader in clean energy tech-
nology. It will help to prepare this
country to address global warming.

For more than a year, we have been
trying to pass meaningful energy tax
legislation.

In June of last year, the Finance
Committee passed a roughly $30 billion
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energy-tax package. It received a re-
sounding bipartisan committee vote.
The bill proposed the largest-ever se-
ries of clean energy tax incentives. It
was largely offset with reductions in
tax breaks for oil and gas companies.

That package’s clean energy incen-
tives included a long-term extension of
tax credits for wind and solar power,
long-term extensions of credits for
building efficiency, and extensions and
modifications of credits for clean coal
technology.

The June 2007 bill also included inno-
vative new items. It included a credit
for consumers for plug-in hybrids. It
included a new credit to promote cap-
ture and storage of carbon dioxide. And
it included incentives to transform our
electricity grid, so that far-flung
sources of renewable power—like wind
and solar—can be brought to market.

But many on the other side objected
to the bill, because it included reduc-
tions in oil and gas tax breaks. We
needed 60 votes to pass the Senate. But
our bill got 57, and died on the floor.

We tried again in December of last
year. We scaled back our oil and gas
offsets. And we wrote a smaller, rough-
ly $20 billion package of clean-energy
incentives.

But Senators—again, generally from
the other side of the aisle—continued
to object to provisions cutting tax
breaks for oil and gas companies. That
bill failed as well, by just one vote.

In response to those concerns, this
yvear, I wrote an energy tax package
without oil and gas offsets. That bill,
S. 3335, was paid for by closing tax
loopholes and by delaying a tax benefit
for multinational corporations that
has yet to take effect.

That bill included about $18 billion in
energy-tax provisions, including
scaled-down versions of the original Fi-
nance Committee bill. This ‘‘extend-
ers’ bill also included billions in non-
energy extenders. These tax incentives
are vital to supporting a range of ac-
tivities, from research and develop-
ment to higher education.

Unfortunately, S. 3335 has been ob-
jected to, as well. It has not cleared the
Senate.

But now energy prices are sky-high.
And we have learned that many Sen-
ators from the other side of the aisle
have come to agree that it makes sense
to scale back oil and gas tax breaks.

Accordingly, Senator GRASSLEY and I
have worked together to rewrite our
original Finance Committee product.
And that is largely what is represented
in the bill that we are introducing
today.

Our bill invests about $26 billion in
renewable energy. It pays for it largely
by repealing tax breaks for oil and gas
firms. These are largely the same tax
offsets that we included in our original
bill. For example, the bill would deny a
tax benefit that was enacted in 2004,
when oil traded at about $50 per barrel.

0Oil trades at more than $100 per bar-
rel now. Recently it reached nearly
$150 per barrel. I am pleased that my

September 11, 2008

colleagues have come to agree that
with energy prices this high, these oil
and gas tax incentives are not needed.

What do we get for repealing those
oil and gas tax breaks? We get long-
term extensions of vital clean energy
incentives, like the credit for wind and
solar electricity. With passage of tax
credits for wind power in 2005 and 2006,
the American wind energy industry has
installed capacity in the last 2 years
that equals the capacity it installed in
the last 2% decades.

The solar industry is also booming. It
accounts for a growing number of high-
paying jobs in America’s clean tech
sector. This bill includes an 8-year ex-
tension of the credit for solar power.
And that extension will fuel this al-
ready impressive job growth.

Let’s consider what happens if we do
not extend these credits. According to
a February 2008 study, failure to extend
the wind and solar credits would result
in the loss of 114,000 jobs. Renewable
energy is simply not yet cost-competi-
tive with fossil-based power. It needs
the incentives in this bill.

Absent broader mandates on renew-
able power, we need to continue tax
support for renewable electricity pro-
duction. With those tax incentives, the
private sector will continue to invest
in this worthy cause.

This bill also contains many other
important provisions. It contains ex-
tensions of efficiency incentives for
buildings, which account for about 40
percent of American energy use. It con-
tains the new plug-in hybrid credit for
consumers, at a higher level than last
year’s bill—up to $7,500. As did last
year’s package, the bill we introduce
today includes a provision to promote
what folks call ‘‘smart meters,” which
provide real-time feedback on elec-
tricity usage. These smart meters have
been shown to cut consumer energy
costs and carbon emissions, as well.

Finally, the bill includes a new pro-
duction credit for carbon dioxide, pro-
viding an incentive for capturing and
storing harmful carbon dioxide. This
provision was also part of last year’s
Finance Committee bill. I am pleased
that it is part of this bill as well.

This bill does not do everything that
I want. If I had my druthers, we would
extend and possibly modify—many of
these credits for a longer period. And
the bill includes some items that I am
not overly thrilled about. But those
compromises are part of the legislative
process. That process will continue
after today’s introduction.

Meanwhile, I am again pleased that
consensus may well be building to redi-
rect tax incentives and invest in the
clean technology this country des-
perately needs.

For the sake of American jobs, for
the sake of our Nation’s security, and
for the sake of our planet’s environ-
ment, I urge my colleagues to support
this bill.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.
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There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 3478

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE, ETC.

(a) SHORT TITLE.—This Act may be cited as
the ‘“‘Energy Independence and Investment
Act of 2008,

(b) REFERENCE.—Except as otherwise ex-
pressly provided, whenever in this Act an
amendment or repeal is expressed in terms of
an amendment to, or repeal of, a section or
other provision, the reference shall be con-
sidered to be made to a section or other pro-
vision of the Internal Revenue Code of 1986.

(¢) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title, etc.
TITLE I—ENERGY PRODUCTION
INCENTIVES

Subtitle A—Renewable Energy Incentives
Sec. 101. Renewable energy credit.

Sec. 102. Production credit for electricity
produced from marine renew-
ables.

Sec. 103. Energy credit.

Sec. 104. Credit for residential energy effi-
cient property.

Sec. 105. New clean renewable energy bonds.

Sec. 106. Energy credit for small wind prop-
erty.

Sec. 107. Energy credit for geothermal heat

pump systems.

Subtitle B—Carbon Mitigation and Coal
Provisions

Sec. 111. Expansion and modification of ad-
vanced coal project investment
credit.

Expansion and modification of coal
gagification investment credit.

Temporary increase in coal excise
tax; funding of Black Lung Dis-
ability Trust Fund.

Special rules for refund of the coal
excise tax to certain coal pro-
ducers and exporters.

Tax credit for carbon dioxide se-
questration.

Sec. 116. Carbon audit of the tax code.
TITLE II-TRANSPORTATION AND

DOMESTIC FUEL SECURITY PROVISIONS

Sec. 201. Inclusion of cellulosic biofuel in
bonus depreciation for biomass
ethanol plant property.

Credits for biodiesel and renewable
diesel.

Clarification that credits for fuel
are designed to provide an in-
centive for United States pro-
duction.

Credit for new qualified plug-in
electric drive motor vehicles.
Extension and modification of al-

ternative motor vehicle credit.

Exclusion from heavy truck tax for
idling reduction units and ad-
vanced insulation.

Extension and modification of al-
ternative fuel credit.

Alternative fuel vehicle refueling
property credit.

Certain income and gains relating
to alcohol fuels and mixtures,
biodiesel fuels and mixtures,
and alternative fuels and mix-
tures treated as qualifying in-
come for publicly traded part-
nerships.

Extension of ethanol production
credit.

Credit for producers of fossil free
alcohol.

Sec. 112.

Sec. 113.

Sec. 114.

Sec. 115.

Sec. 202.

Sec. 203.

Sec. 204.

Sec. 205.

Sec. 206.

Sec. 207.

Sec. 208.

Sec. 209.

Sec. 210.

Sec. 211.
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Sec. 212. Extension and modification of elec-
tion to expense certain refin-
eries.

Sec. 213. Extension of suspension of taxable
income limit on percentage de-
pletion for oil and natural gas
produced from marginal prop-
erties.

TITLE III—ENERGY CONSERVATION AND

EFFICIENCY PROVISIONS

Sec. 301. Qualified energy conservation
bonds.

Credit for nonbusiness energy prop-
erty.

Energy efficient commercial build-
ings deduction.

New energy efficient home credit.

Modifications of energy efficient
appliance credit for appliances
produced after 2007.

Accelerated recovery period for de-
preciation of smart meters and
smart grid systems.

Qualified green building and sus-
tainable design projects.

Sec. 308. Special depreciation allowance for

Sec. 302.

Sec. 303.

304.
305.

Sec.
Sec.

Sec. 306.

Sec. 307.

certain reuse and recycling
property.
TITLE IV—MISCELLANEOUS ENERGY
PROVISIONS

Sec. 401. Special rule to implement FERC
and State electric restructuring
policy.

402. Modification of credit for produc-
tion from advanced nuclear
power facilities.

403. Income averaging for amounts re-
ceived in connection with the
Exxon Valdez litigation.

TITLE V—REVENUE PROVISIONS

501. Limitation of deduction for income
attributable to domestic pro-
duction of oil, gas, or primary
products thereof.

502. Tax on crude oil and natural gas
produced from the outer Conti-
nental Shelf in the Gulf of Mex-
ico.

503. Elimination of the different treat-
ment of foreign oil and gas ex-
traction income and foreign oil
related income for purposes of
the foreign tax credit.

504. Broker reporting of customer’s
basis in securities transactions.

505. Increase and extension of Oil Spill
Liability Trust Fund tax.

TITLE VI—OTHER PROVISIONS
601. Secure rural schools and commu-

nity self-determination pro-
gram.

602. Clarification of uniform definition
of child.

TITLE I—ENERGY PRODUCTION

INCENTIVES

Subtitle A—Renewable Energy Incentives
SEC. 101. RENEWABLE ENERGY CREDIT.

(a) 3-YEAR EXTENSION.—Each of the fol-
lowing provisions of section 45(d) is amended
by striking ‘‘January 1, 2009 and inserting
“January 1, 2012”°:

(1) Paragraph (1).

(2) Clauses (i) and (ii) of paragraph (2)(A).

(3) Clauses ({i)(I) and (ii) of paragraph
(3)(A).

(4) Paragraph (4).

(5) Paragraph (b).

(6) Paragraph (6).

(7) Paragraph (7).

(8) Paragraph (8).

(9) Subparagraphs (A) and (B) of paragraph
9).
(b) MODIFICATION OF REFINED COAL AS A
QUALIFIED ENERGY RESOURCE.—

(1) ELIMINATION OF INCREASED MARKET
VALUE TEST.—Section 45(c)(7)(A) (defining re-
fined coal) is amended—

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.
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(A) by striking clause (iv),

(B) by adding ‘“‘and’” at the end of clause
(ii), and

(C) by striking ¢‘, and” at the end of clause
(iii) and inserting a period.

(2) INCREASE IN REQUIRED EMISSION REDUC-
TION.—Section 45(c)(7)(B) (defining qualified
emission reduction) is amended by inserting
“at least 40 percent of the emissions of”’
after ‘‘nitrogen oxide and”’.

(c) TRASH FACILITY CLARIFICATION.—Para-
graph (7) of section 45(d) is amended—

(1) by striking ‘‘facility which burns’ and
inserting ‘‘facility (other than a facility de-
scribed in paragraph (6)) which uses’’, and

(2) by striking ‘‘COMBUSTION"’.

(d) EXPANSION OF BIOMASS FACILITIES.—

(1) OPEN-LOOP BIOMASS FACILITIES.—Para-
graph (3) of section 45(d) is amended by re-
designating subparagraph (B) as subpara-
graph (C) and by inserting after subpara-
graph (A) the following new subparagraph:

‘(B) EXPANSION OF FACILITY.—Such term
shall include a new unit placed in service
after the date of the enactment of this sub-
paragraph in connection with a facility de-
scribed in subparagraph (A), but only to the
extent of the increased amount of electricity
produced at the facility by reason of such
new unit.”.

(2) CLOSED-LOOP BIOMASS FACILITIES.—Para-
graph (2) of section 45(d) is amended by re-
designating subparagraph (B) as subpara-
graph (C) and inserting after subparagraph
(A) the following new subparagraph:

‘(B) EXPANSION OF FACILITY.—Such term
shall include a new unit placed in service
after the date of the enactment of this sub-
paragraph in connection with a facility de-
scribed in subparagraph (A)@i), but only to
the extent of the increased amount of elec-
tricity produced at the facility by reason of
such new unit.”.

(e) MODIFICATION OF RULES FOR HYDRO-
POWER PRODUCTION.—Subparagraph (C) of
section 45(c)(8) is amended to read as follows:

‘(C) NONHYDROELECTRIC DAM.—For pur-
poses of subparagraph (A), a facility is de-
scribed in this subparagraph if—

‘(i) the hydroelectric project installed on
the nonhydroelectric dam is licensed by the
Federal Energy Regulatory Commission and
meets all other applicable environmental, 1i-
censing, and regulatory requirements,

‘(i) the nonhydroelectric dam was placed
in service before the date of the enactment
of this paragraph and operated for flood con-
trol, navigation, or water supply purposes
and did not produce hydroelectric power on
the date of the enactment of this paragraph,
and

‘“(iii) the hydroelectric project is operated
so that the water surface elevation at any
given location and time that would have oc-
curred in the absence of the hydroelectric
project is maintained, subject to any license
requirements imposed under applicable law
that change the water surface elevation for
the purpose of improving environmental
quality of the affected waterway.

The Secretary, in consultation with the Fed-
eral Energy Regulatory Commission, shall
certify if a hydroelectric project licensed at
a nonhydroelectric dam meets the criteria in
clause (iii). Nothing in this section shall af-
fect the standards under which the Federal
Energy Regulatory Commission issues li-
censes for and regulates hydropower projects
under part I of the Federal Power Act.”.

(f) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to property
originally placed in service after December
31, 2008.

(2) REFINED COAL.—The amendments made
by subsection (b) shall apply to coal pro-
duced and sold after December 31, 2008.
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(3) TRASH FACILITY CLARIFICATION.—The
amendments made by subsection (c) shall
apply to electricity produced and sold after
the date of the enactment of this Act.

(4) EXPANSION OF BIOMASS FACILITIES.—The
amendments made by subsection (d) shall
apply to property placed in service after the
date of the enactment of this Act.

SEC. 102. PRODUCTION CREDIT FOR ELEC-
TRICITY PRODUCED FROM MARINE
RENEWABLES.

(a) IN GENERAL.—Paragraph (1) of section
45(c) is amended by striking ‘‘and’ at the
end of subparagraph (G), by striking the pe-
riod at the end of subparagraph (H) and in-
serting ‘‘, and”’, and by adding at the end the
following new subparagraph:

“(I) marine and hydrokinetic renewable
energy.”’.

(b) MARINE RENEWABLES.—Subsection (c¢) of
section 45 is amended by adding at the end
the following new paragraph:

“(10) MARINE AND HYDROKINETIC RENEWABLE
ENERGY.—

““(A) IN GENERAL.—The term ‘marine and
hydrokinetic renewable energy’ means en-
ergy derived from—

‘(i) waves, tides, and currents in oceans,
estuaries, and tidal areas,

‘‘(ii) free flowing water in rivers, lakes, and
streams,

‘“(iii) free flowing water in an irrigation
system, canal, or other man-made channel,
including projects that utilize nonmechan-
ical structures to accelerate the flow of
water for electric power production purposes,
or

‘“(iv) differentials in ocean temperature
(ocean thermal energy conversion).

‘(B) EXCEPTIONS.—Such term shall not in-
clude any energy which is derived from any
source which utilizes a dam, diversionary
structure (except as provided in subpara-
graph (A)(iii)), or impoundment for electric
power production purposes.’’.

(¢) DEFINITION OF FACILITY.—Subsection (d)
of section 45 is amended by adding at the end
the following new paragraph:

¢‘(11) MARINE AND HYDROKINETIC RENEWABLE
ENERGY FACILITIES.—In the case of a facility
producing electricity from marine and
hydrokinetic renewable energy, the term
‘qualified facility’ means any facility owned
by the taxpayer—

‘““(A) which has a nameplate capacity rat-
ing of at least 150 kilowatts, and

‘“(B) which is originally placed in service
on or after the date of the enactment of this
paragraph and before January 1, 2012.”.

(d) CREDIT RATE.—Subparagraph (A) of sec-
tion 45(b)(4) is amended by striking ‘‘or (9)”
and inserting ““(9), or (11)”.

(e) COORDINATION WITH SMALL IRRIGATION
PowER.—Paragraph (5) of section 45(d), as
amended by section 101, is amended by strik-
ing “January 1, 2012’ and inserting ‘‘the date
of the enactment of paragraph (11)”’.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity produced and sold after the date of
the enactment of this Act, in taxable years
ending after such date.

SEC. 103. ENERGY CREDIT.

(a) EXTENSION OF CREDIT.—

(1) SOLAR ENERGY PROPERTY.—Paragraphs
(2)(A)H)AI) and (3)(A)(ii) of section 48(a) are
each amended by striking ‘‘January 1, 2009’
and inserting ‘‘January 1, 2017"°.

(2) FUEL CELL PROPERTY.—Subparagraph
(E) of section 48(c)(1) is amended by striking
“December 31, 2008 and inserting ‘‘Decem-
ber 31, 2016”".

(3) MICROTURBINE PROPERTY.—Subpara-
graph (E) of section 48(c)(2) is amended by
striking ‘‘December 31, 2008’ and inserting
“December 31, 2016”".

(b) ALLOWANCE OF ENERGY CREDIT AGAINST
ALTERNATIVE MINIMUM TAX.—Subparagraph
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(B) of section 38(c)(4), as amended by the
Housing Assistance Tax Act of 2008, is
amended by redesignating clauses (v) and
(vi) as clauses (vi) and (vii), respectively, and
by inserting after clause (iv) the following
new clause:

‘“(v) the credit determined under section 46
to the extent that such credit is attributable
to the energy credit determined under sec-
tion 48,”.

(¢) ENERGY CREDIT FOR COMBINED HEAT AND
POWER SYSTEM PROPERTY.—

(1) IN GENERAL.—Section 48(a)(3)(A) is
amended by striking ‘‘or” at the end of
clause (iii), by inserting ‘‘or’’ at the end of
clause (iv), and by adding at the end the fol-
lowing new clause:

‘“(v) combined heat and power system prop-
erty,”.

(2) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—Subsection (c) of section 48 is
amended—

(A) by striking ‘“QUALIFIED FUEL CELL
PROPERTY; QUALIFIED MICROTURBINE PROP-
ERTY’ in the heading and inserting ‘‘DEFINI-
TIONS”, and

(B) by adding at the end the following new
paragraph:

“(3) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—

‘““(A) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—The term ‘combined heat and
power system property’ means property com-
prising a system—

‘(i) which uses the same energy source for
the simultaneous or sequential generation of
electrical power, mechanical shaft power, or
both, in combination with the generation of
steam or other forms of useful thermal en-
ergy (including heating and cooling applica-
tions),

‘“(ii) which produces—

‘“(I) at least 20 percent of its total useful
energy in the form of thermal energy which
is not used to produce electrical or mechan-
ical power (or combination thereof), and

“(II) at least 20 percent of its total useful
energy in the form of electrical or mechan-
ical power (or combination thereof),

‘(iii) the energy efficiency percentage of
which exceeds 60 percent, and

‘‘(iv) which is placed in service before Jan-
uary 1, 2017.

¢“(B) LIMITATION.—

‘(i) IN GENERAL.—In the case of combined
heat and power system property with an
electrical capacity in excess of the applica-
ble capacity placed in service during the tax-
able year, the credit under subsection (a)(1)
(determined without regard to this para-
graph) for such year shall be equal to the
amount which bears the same ratio to such
credit as the applicable capacity bears to the
capacity of such property.

‘“(ii) APPLICABLE CAPACITY.—For purposes
of clause (i), the term ‘applicable capacity’
means 15 megawatts or a mechanical energy
capacity of more than 20,000 horsepower or
an equivalent combination of electrical and
mechanical energy capacities.

‘(iii) MAXIMUM CAPACITY.—The term ‘com-
bined heat and power system property’ shall
not include any property comprising a sys-
tem if such system has a capacity in excess
of 50 megawatts or a mechanical energy ca-
pacity in excess of 67,000 horsepower or an
equivalent combination of electrical and me-
chanical energy capacities.

¢(C) SPECIAL RULES.—

‘(i) ENERGY EFFICIENCY PERCENTAGE.—For
purposes of this paragraph, the energy effi-
ciency percentage of a system is the frac-
tion—

‘“(I) the numerator of which is the total
useful electrical, thermal, and mechanical
power produced by the system at normal op-
erating rates, and expected to be consumed
in its normal application, and
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‘‘(IT) the denominator of which is the lower
heating value of the fuel sources for the sys-
tem.

¢‘(ii) DETERMINATIONS MADE ON BTU BASIS.—
The energy efficiency percentage and the
percentages under subparagraph (A)(ii) shall
be determined on a Btu basis.

““(iii) INPUT AND OUTPUT PROPERTY NOT IN-
CLUDED.—The term ‘combined heat and
power system property’ does not include
property used to transport the energy source
to the facility or to distribute energy pro-
duced by the facility.

‘(D) SYSTEMS USING BIOMASS.—If a system
is designed to use biomass (within the mean-
ing of paragraphs (2) and (3) of section 45(c)
without regard to the last sentence of para-
graph (3)(A)) for at least 90 percent of the en-
ergy source—

‘(i) subparagraph (A)(iii) shall not apply,
but

‘“(ii) the amount of credit determined
under subsection (a) with respect to such
system shall not exceed the amount which
bears the same ratio to such amount of cred-
it (determined without regard to this sub-
paragraph) as the energy efficiency percent-
age of such system bears to 60 percent.”.

(d) INCREASE OF CREDIT LIMITATION FOR
FUEL CELL PROPERTY.—Subparagraph (B) of
section 48(c)(1) is amended by striking “$500’
and inserting *‘$1,500".

(e) PUuBLIC UTILITY PROPERTY TAKEN INTO
ACCOUNT.—

(1) IN GENERAL.—Paragraph (3) of section
48(a) is amended by striking the second sen-
tence thereof.

(2) CONFORMING AMENDMENTS.—

(A) Paragraph (1) of section 48(c) is amend-
ed by striking subparagraph (D) and redesig-
nating subparagraph (E) as subparagraph
D).

(B) Paragraph (2) of section 48(c) is amend-
ed by striking subparagraph (D) and redesig-
nating subparagraph (E) as subparagraph
(D).

(f) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall take effect on the
date of the enactment of this Act.

(2) ALLOWANCE AGAINST ALTERNATIVE MIN-
IMUM TAX.—The amendments made by sub-
section (b) shall apply to credits determined
under section 46 of the Internal Revenue
Code of 1986 in taxable years beginning after
the date of the enactment of this Act and to
carrybacks of such credits.

(3) COMBINED HEAT AND POWER AND FUEL
CELL PROPERTY.—The amendments made by
subsections (c) and (d) shall apply to periods
after the date of the enactment of this Act,
in taxable years ending after such date,
under rules similar to the rules of section
48(m) of the Internal Revenue Code of 1986
(as in effect on the day before the date of the
enactment of the Revenue Reconciliation
Act of 1990).

(4) PUBLIC UTILITY PROPERTY.—The amend-
ments made by subsection (e) shall apply to
periods after February 13, 2008, in taxable
years ending after such date, under rules
similar to the rules of section 48(m) of the
Internal Revenue Code of 1986 (as in effect on
the day before the date of the enactment of
the Revenue Reconciliation Act of 1990).

SEC. 104. CREDIT FOR RESIDENTIAL ENERGY EF-
FICIENT PROPERTY.

(a) EXTENSION.—Section 25D(g) is amended
by striking ‘‘December 31, 2008”’ and insert-
ing ‘“December 31, 2016”°.

(b) MAXIMUM CREDIT FOR SOLAR ELECTRIC
PROPERTY.—

(1) IN GENERAL.—Section 25D(b)(1)(A) is
amended by striking ¢‘$2,000” and inserting
°$4,000"°.
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(2) CONFORMING AMENDMENT.—Section
26D(e)(4)(A)({i) is amended by striking
¢‘$6,667’ and inserting ‘‘$13,333".

(c) CREDIT FOR RESIDENTIAL WIND PROP-
ERTY.—

(1) IN GENERAL.—Section 25D(a) is amended
by striking ‘‘and’ at the end of paragraph
(2), by striking the period at the end of para-
graph (3) and inserting ¢, and”’, and by add-
ing at the end the following new paragraph:

‘“(4) 30 percent of the qualified small wind
energy property expenditures made by the
taxpayer during such year.”’.

(2) LIMITATION.—Section  25D(b)(1) is
amended by striking ‘“‘and’ at the end of sub-
paragraph (B), by striking the period at the
end of subparagraph (C) and inserting °,
and”’, and by adding at the end the following
new subparagraph:

‘(D) $500 with respect to each half kilowatt
of capacity (not to exceed $4,000) of wind tur-
bines for which qualified small wind energy
property expenditures are made.”’.

(3) QUALIFIED SMALL WIND ENERGY PROP-
ERTY EXPENDITURES.—

(A) IN GENERAL.—Section 25D(d) is amend-
ed by adding at the end the following new
paragraph:

‘“(4) QUALIFIED SMALL WIND ENERGY PROP-
ERTY EXPENDITURE.—The term ‘qualified
small wind energy property expenditure’
means an expenditure for property which
uses a wind turbine to generate electricity
for use in connection with a dwelling unit lo-
cated in the United States and used as a resi-
dence by the taxpayer.”.

(B) NO DOUBLE BENEFIT.—Section 45(d)(1) is
amended by adding at the end the following
new sentence: ‘“‘Such term shall not include
any facility with respect to which any quali-
fied small wind energy property expenditure
(as defined in subsection (d)(4) of section
26D) is taken into account in determining
the credit under such section.”.

(4) MAXIMUM EXPENDITURES IN CASE OF
JOINT OCCUPANCY.—Section 25D(e)(4)(A) is
amended by striking ‘“‘and” at the end of
clause (ii), by striking the period at the end
of clause (iii) and inserting ‘¢, and’’, and by
adding at the end the following new clause:

“(iv) $1,667 in the case of each half kilo-
watt of capacity (not to exceed $13,333) of
wind turbines for which qualified small wind
energy property expenditures are made.”.

(d) CREDIT FOR GEOTHERMAL HEAT PUMP
SYSTEMS.—

(1) IN GENERAL.—Section 25D(a), as amend-
ed by subsection (c), is amended by striking
“and” at the end of paragraph (3), by strik-
ing the period at the end of paragraph (4) and
inserting ‘‘, and”’, and by adding at the end
the following new paragraph:

‘(6) 30 percent of the qualified geothermal
heat pump property expenditures made by
the taxpayer during such year.”.

(2) LIMITATION.—Section 25D(b)(1), as
amended by subsection (c), is amended by
striking ‘‘and” at the end of subparagraph
(C), by striking the period at the end of sub-
paragraph (D) and inserting ‘¢, and’’, and by
adding at the end the following new subpara-
graph:

“(B) $2,000 with respect to any qualified
geothermal heat pump property expendi-
tures.”.

(3) QUALIFIED GEOTHERMAL HEAT PUMP
PROPERTY EXPENDITURE.—Section 25D(d), as
amended by subsection (c¢), is amended by
adding at the end the following new para-
graph:

“(b) QUALIFIED GEOTHERMAL HEAT PUMP
PROPERTY EXPENDITURE.—

‘‘(A) IN GENERAL.—The term ‘qualified geo-
thermal heat pump property expenditure’
means an expenditure for qualified geo-
thermal heat pump property installed on or
in connection with a dwelling unit located in

CONGRESSIONAL RECORD — SENATE

the United States and used as a residence by
the taxpayer.

“(B) QUALIFIED GEOTHERMAL HEAT PUMP
PROPERTY.—The term ‘qualified geothermal
heat pump property’ means any equipment
which—

‘(1) uses the ground or ground water as a
thermal energy source to heat the dwelling
unit referred to in subparagraph (A) or as a
thermal energy sink to cool such dwelling
unit, and

‘‘(i1) meets the requirements of the Energy
Star program which are in effect at the time
that the expenditure for such equipment is
made.”’.

(4) MAXIMUM EXPENDITURES IN CASE OF
JOINT OCCUPANCY.—Section 25D(e)(4)(A), as
amended by subsection (c), is amended by
striking ‘‘and” at the end of clause (iii), by
striking the period at the end of clause (iv)
and inserting ‘‘, and”’, and by adding at the
end the following new clause:

““(v) $6,667 in the case of any qualified geo-
thermal heat pump property expenditures.”.

(e) CREDIT ALLOWED AGAINST ALTERNATIVE
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (¢) of section
25D is amended to read as follows:

““(c) LIMITATION BASED ON AMOUNT OF TAX;
CARRYFORWARD OF UNUSED CREDIT.—

‘(1) LIMITATION BASED ON AMOUNT OF TAX.—
In the case of a taxable year to which section
26(a)(2) does not apply, the credit allowed
under subsection (a) for the taxable year
shall not exceed the excess of—

‘“(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

“(B) the sum of the credits allowable under
this subpart (other than this section) and
section 27 for the taxable year.

‘(2) CARRYFORWARD OF UNUSED CREDIT.—

““(A) RULE FOR YEARS IN WHICH ALL PER-
SONAL CREDITS ALLOWED AGAINST REGULAR
AND ALTERNATIVE MINIMUM TAX.—In the case
of a taxable year to which section 26(a)(2) ap-
plies, if the credit allowable under sub-
section (a) exceeds the limitation imposed by
section 26(a)(2) for such taxable year reduced
by the sum of the credits allowable under
this subpart (other than this section), such
excess shall be carried to the succeeding tax-
able year and added to the credit allowable
under subsection (a) for such succeeding tax-
able year.

‘“(B) RULE FOR OTHER YEARS.—In the case
of a taxable year to which section 26(a)(2)
does not apply, if the credit allowable under
subsection (a) exceeds the limitation im-
posed by paragraph (1) for such taxable year,
such excess shall be carried to the suc-
ceeding taxable year and added to the credit
allowable under subsection (a) for such suc-
ceeding taxable year.”.

(2) CONFORMING AMENDMENTS.—

(A) Section 23(b)(4)(B) is amended by in-
serting ‘‘and section 25D’ after ‘‘this sec-
tion”.

(B) Section 24(b)(3)(B) is amended by strik-
ing ‘“‘and 256B’’ and inserting ‘¢, 256B, and 25D”’.

(C) Section 25B(g2)(2) is amended by strik-
ing ‘‘section 23 and inserting ‘‘sections 23
and 25D”".

(D) Section 26(a)(1) is amended by striking
‘“‘and 256B”’ and inserting ‘‘256B, and 25D”’.

(f) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 2007.

(2) APPLICATION OF EGTRRA SUNSET.—The
amendments made by subparagraphs (A) and
(B) of subsection (e)(2) shall be subject to
title IX of the Economic Growth and Tax Re-
lief Reconciliation Act of 2001 in the same
manner as the provisions of such Act to
which such amendments relate.
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105. NEW CLEAN RENEWABLE ENERGY
BONDS.

(a) IN GENERAL.—Subpart I of part IV of
subchapter A of chapter 1 is amended by add-
ing at the end the following new section:
“SEC. 54C. NEW CLEAN RENEWABLE ENERGY

BONDS.

‘““(a) NEW CLEAN RENEWABLE ENERGY
BoND.—For purposes of this subpart, the
term ‘new clean renewable energy bond’
means any bond issued as part of an issue
if—

‘(1) 100 percent of the available project
proceeds of such issue are to be used for cap-
ital expenditures incurred by governmental
bodies, public power providers, or coopera-
tive electric companies for one or more
qualified renewable energy facilities,

‘“(2) the bond is issued by a qualified issuer,
and

‘“(3) the issuer designates such bond for
purposes of this section.

“‘(b) REDUCED CREDIT AMOUNT.—The annual
credit determined under section 54A(b) with
respect to any new clean renewable energy
bond shall be 70 percent of the amount so de-
termined without regard to this subsection.

‘‘(c) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—

‘(1) IN GENERAL.—The maximum aggregate
face amount of bonds which may be des-
ignated under subsection (a) by any issuer
shall not exceed the limitation amount allo-
cated under this subsection to such issuer.

‘(2) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—There is a national new
clean renewable energy bond limitation of
$2,000,000,000 which shall be allocated by the
Secretary as provided in paragraph (3), ex-
cept that—

“(A) not more than 33% percent thereof
may be allocated to qualified projects of pub-
lic power providers,

‘“(B) not more than 33% percent thereof
may be allocated to qualified projects of gov-
ernmental bodies, and

“(C) not more than 33% percent thereof
may be allocated to qualified projects of co-
operative electric companies.

¢“(3) METHOD OF ALLOCATION.—

““(A) ALLOCATION AMONG PUBLIC POWER PRO-
VIDERS.—After the Secretary determines the
qualified projects of public power providers
which are appropriate for receiving an allo-
cation of the national new clean renewable
energy bond limitation, the Secretary shall,
to the maximum extent practicable, make
allocations among such projects in such
manner that the amount allocated to each
such project bears the same ratio to the cost
of such project as the limitation under para-
graph (2)(A) bears to the cost of all such
projects.

‘“(B) ALLOCATION AMONG GOVERNMENTAL
BODIES AND COOPERATIVE ELECTRIC COMPA-
NIES.—The Secretary shall make allocations
of the amount of the national new clean re-
newable energy bond limitation described in
paragraphs (2)(B) and (2)(C) among qualified
projects of governmental bodies and coopera-
tive electric companies, respectively, in such
manner as the Secretary determines appro-
priate.

‘‘(d) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) QUALIFIED RENEWABLE ENERGY FACIL-
ITY.—The term ‘qualified renewable energy
facility’ means a qualified facility (as deter-
mined under section 45(d) without regard to
paragraphs (8) and (10) thereof and to any
placed in service date) owned by a public
power provider, a governmental body, or a
cooperative electric company.

‘(2) PUBLIC POWER PROVIDER.—The term
‘public power provider’ means a State utility
with a service obligation, as such terms are
defined in section 217 of the Federal Power
Act (as in effect on the date of the enact-
ment of this paragraph).
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‘(3) GOVERNMENTAL BODY.—The term ‘gov-
ernmental body’ means any State or Indian
tribal government, or any political subdivi-
sion thereof.

‘“(4) COOPERATIVE ELECTRIC COMPANY.—The
term ‘cooperative electric company’ means a
mutual or cooperative electric company de-
scribed in section 501(c)(12) or section
1381(a)(2)(C).

¢“(5) CLEAN RENEWABLE ENERGY BOND LEND-
ER.—The term ‘clean renewable energy bond
lender’ means a lender which is a cooperative
which is owned by, or has outstanding loans
to, 100 or more cooperative electric compa-
nies and is in existence on February 1, 2002,
and shall include any affiliated entity which
is controlled by such lender.

‘(6) QUALIFIED ISSUER.—The term ‘quali-
fied issuer’ means a public power provider, a
cooperative electric company, a govern-
mental body, a clean renewable energy bond
lender, or a not-for-profit electric utility
which has received a loan or loan guarantee
under the Rural Electrification Act.”.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 54A(d) is
amended to read as follows:

‘(1) QUALIFIED TAX CREDIT BOND.—The term
‘qualified tax credit bond’ means—

“(A) a qualified forestry conservation
bond, or

‘(B) a new clean renewable energy bond,
which is part of an issue that meets require-
ments of paragraphs (2), (3), (4), (5), and (6).”.

(2) Subparagraph (C) of section 54A(d)(2) is
amended to read as follows:

‘(C) QUALIFIED PURPOSE.—For purposes of
this paragraph, the term ‘qualified purpose’
means—

‘(i) in the case of a qualified forestry con-
servation bond, a purpose specified in section
54B(e), and

‘“(ii) in the case of a new clean renewable
energy bond, a purpose specified in section
54C(a)(1).”.

(3) The table of sections for subpart I of
part IV of subchapter A of chapter 1 is
amended by adding at the end the following
new item:

‘“Sec. 54C. Qualified clean renewable energy
bonds.”.

(c) EXTENSION FOR CLEAN RENEWABLE EN-
ERGY BONDS.—Subsection (m) of section 54 is
amended by striking ‘‘December 31, 2008’ and
inserting ‘‘December 31, 2009,

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to obliga-
tions issued after the date of the enactment
of this Act.

SEC. 106. ENERGY CREDIT FOR SMALL WIND
PROPERTY.

(a) IN GENERAL.—Section 48(a)(3)(A), as
amended by subsection (c¢), is amended by
striking ‘“‘or” at the end of clause (iv), by
adding ‘‘or” at the end of clause (v), and by
inserting after clause (v) the following new
clause:

‘(vi) qualified small wind energy prop-
erty,”.

(b) 30 PERCENT CREDIT.—Section
48(a)(2)(A)(1) is amended by striking ‘‘and” at
the end of subclause (II) and by inserting
after subclause (III) the following new sub-
clause:

“(IV) qualified small wind energy property,
and”’.

(¢) QUALIFIED SMALL WIND ENERGY PROP-
ERTY.—Section 48(c) is amended by adding at
the end the following new paragraph:

‘(4) QUALIFIED SMALL WIND ENERGY PROP-
ERTY.—

‘““(A) IN GENERAL.—The term ‘qualified
small wind energy property’ means property
which uses a qualifying small wind turbine
to generate electricity.

‘(B) LIMITATION.—In the case of qualified
small wind energy property placed in service
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during the taxable year, the credit otherwise
determined under subsection (a)(1) for such
year with respect to such property shall not
exceed $4,000 with respect to any taxpayer.

¢“(C) QUALIFYING SMALL WIND TURBINE.—The
term ‘qualifying small wind turbine’ means a
wind turbine which—

‘“(i) has a nameplate capacity of not more
than 100 kilowatts, and

‘“(ii) meets the performance standards of
the American Wind Energy Association.

‘(D) TERMINATION.—The term ‘qualified
small wind energy property’ shall not in-
clude any property for any period after De-
cember 31, 2016.”".

(d) CONFORMING  AMENDMENT.—Section
48(a)(1) is amended by striking ‘‘paragraphs
(1)(B) and (2)(B)”’ and inserting ‘‘paragraphs
(D(B), 2)(B), (3)(B), and (4)(B)”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to periods
after the date of the enactment of this Act,
in taxable years ending after such date,
under rules similar to the rules of section
48(m) of the Internal Revenue Code of 1986
(as in effect on the day before the date of the
enactment of the Revenue Reconciliation
Act of 1990).

SEC. 107. ENERGY CREDIT FOR GEOTHERMAL
HEAT PUMP SYSTEMS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 48(a)(3), as amended by this Act, is
amended by striking ‘‘or” at the end of
clause (v), by inserting ‘‘or” at the end of
clause (vi), and by adding at the end the fol-
lowing new clause:

‘Y(vii) equipment which uses the ground or
ground water as a thermal energy source to
heat a structure or as a thermal energy sink
to cool a structure, but only with respect to
periods ending before January 1, 2017,”".

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to periods
after the date of the enactment of this Act,
in taxable years ending after such date,
under rules similar to the rules of section
48(m) of the Internal Revenue Code of 1986
(as in effect on the day before the date of the
enactment of the Revenue Reconciliation
Act of 1990).

Subtitle B—Carbon Mitigation and Coal
Provisions
SEC. 111. EXPANSION AND MODIFICATION OF AD-
VANCED COAL PROJECT INVEST-
MENT CREDIT.

(a) MODIFICATION OF CREDIT AMOUNT.—Sec-
tion 48A(a) is amended by striking ‘“‘and” at
the end of paragraph (1), by striking the pe-
riod at the end of paragraph (2) and inserting
“, and”, and by adding at the end the fol-
lowing new paragraph:

““(3) 30 percent of the qualified investment
for such taxable year in the case of projects
described in clause (iii) of subsection
@@ »).”.

(b) EXPANSION OF AGGREGATE CREDITS.—
Section 48A(d)(3)(A) is amended by striking
¢‘$1,300,000,000”” and inserting ‘$3,300,000,000"".

(©) AUTHORIZATION OF ADDITIONAL
PROJECTS.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 48A(d)(3) is amended to read as follows:

‘(B) PARTICULAR PROJECTS.—Of the dollar
amount in subparagraph (A), the Secretary
is authorized to certify—

‘(i) $800,000,000 for integrated gasification
combined cycle projects the application for
which is submitted during the period de-
scribed in paragraph (2)(A)@),

‘“(ii) $500,000,000 for projects which use
other advanced coal-based generation tech-
nologies the application for which is sub-
mitted during the period described in para-
graph (2)(A)(i), and

‘4(iii) $2,000,000,000 for advanced coal-based
generation technology projects the applica-
tion for which is submitted during the period
described in paragraph (2)(A)(ii).”.
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(2) APPLICATION PERIOD FOR ADDITIONAL
PROJECTS.—Subparagraph (A) of section
48A(d)(2) is amended to read as follows:

‘“‘(A) APPLICATION PERIOD.—Each applicant
for certification under this paragraph shall
submit an application meeting the require-
ments of subparagraph (B). An applicant
may only submit an application—

‘(i) for an allocation from the dollar
amount specified in clause (i) or (ii) of para-
graph (3)(B) during the 3-year period begin-
ning on the date the Secretary establishes
the program under paragraph (1), and

‘(ii) for an allocation from the dollar
amount specified in paragraph (3)(B)(iii) dur-
ing the 3-year period beginning at the earlier
of the termination of the period described in
clause (i) or the date prescribed by the Sec-
retary.”.

(3) CAPTURE AND SEQUESTRATION OF CARBON
DIOXIDE EMISSIONS REQUIREMENT.—

(A) IN GENERAL.—Section 48A(e)(1) is
amended by striking ‘‘and’ at the end of sub-
paragraph (E), by striking the period at the
end of subparagraph (F) and inserting °;
and”’, and by adding at the end the following
new subparagraph:

‘(&) in the case of any project the applica-
tion for which is submitted during the period
described in subsection (d)(2)(A)(i), the
project includes equipment which separates
and sequesters at least 65 percent (70 percent
in the case of an application for reallocated
credits under subsection (d)(4)) of such
project’s total carbon dioxide emissions.”.

(B) HIGHEST PRIORITY FOR PROJECTS WHICH
SEQUESTER CARBON DIOXIDE EMISSIONS.—Sec-
tion 48A(e)(3) is amended by striking ‘“‘and”
at the end of subparagraph (A)(iii), by strik-
ing the period at the end of subparagraph
(B)(iii) and inserting ‘‘, and’’, and by adding
at the end the following new subparagraph:

‘“(C) give highest priority to projects with
the greatest separation and sequestration
percentage of total carbon dioxide emis-
sions.”.

(C) RECAPTURE OF CREDIT FOR FAILURE TO
SEQUESTER.—Section 48A is amended by add-
ing at the end the following new subsection:

‘(1) RECAPTURE OF CREDIT FOR FAILURE TO
SEQUESTER.—The Secretary shall provide for
recapturing the benefit of any credit allow-
able under subsection (a) with respect to any
project which fails to attain or maintain the
separation and sequestration requirements
of subsection (e)(1)(G).”.

(4) ADDITIONAL PRIORITY FOR RESEARCH
PARTNERSHIPS.—Section 48A(e)(3)(B), as
amended by paragraph (3)(B), is amended—

(A) by striking “‘and” at the end of clause
(id),

(B) by redesignating clause (iii) as clause
(iv), and

(C) by inserting after clause (ii) the fol-
lowing new clause:

‘‘(iii) applicant participants who have a re-
search partnership with an eligible edu-
cational institution (as defined in section
529(e)(5)), and”’.

5) CLERICAL AMENDMENT.—Section
48A(e)(3) is amended by striking ‘INTE-
GRATED GASIFICATION COMBINED CYCLE’ in the
heading and inserting ‘‘CERTAIN’’.

(d) DISCLOSURE OF ALLOCATIONS.—Section
48A(d) is amended by adding at the end the
following new paragraph:

¢‘(5) DISCLOSURE OF ALLOCATIONS.—The Sec-
retary shall, upon making a certification
under this subsection or section 48B(d), pub-
licly disclose the identity of the applicant
and the amount of the credit certified with
respect to such applicant.”.

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to credits
the application for which is submitted dur-
ing the period described in section
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48A(d)(2)(A)(i) of the Internal Revenue Code
of 1986 and which are allocated or reallocated
after the date of the enactment of this Act.

(2) DISCLOSURE OF ALLOCATIONS.—The
amendment made by subsection (d) shall
apply to certifications made after the date of
the enactment of this Act.

(3) CLERICAL AMENDMENT.—The amendment
made by subsection (c)(5) shall take effect as
if included in the amendment made by sec-
tion 1307(b) of the Energy Tax Incentives Act
of 2005.

SEC. 112. EXPANSION AND MODIFICATION OF
COAL GASIFICATION INVESTMENT
CREDIT.

(a) MODIFICATION OF CREDIT AMOUNT.—Sec-
tion 48B(a) is amended by inserting ‘‘(30 per-
cent in the case of credits allocated under
subsection (d)(1)(B))’’ after ‘20 percent’’.

(b) EXPANSION OF AGGREGATE CREDITS.—
Section 48B(d)(1) is amended by striking
“‘shall not exceed $350,000,000" and all that
follows and inserting ‘‘shall not exceed—

““(A) $350,000,000, plus

““(B) $500,000,000 for qualifying gasification
projects that include equipment which sepa-
rates and sequesters at least 756 percent of
such project’s total carbon dioxide emis-
sions.”.

(c) RECAPTURE OF CREDIT FOR FAILURE TO
SEQUESTER.—Section 48B is amended by add-
ing at the end the following new subsection:

“(f) RECAPTURE OF CREDIT FOR FAILURE TO
SEQUESTER.—The Secretary shall provide for
recapturing the benefit of any credit allow-
able under subsection (a) with respect to any
project which fails to attain or maintain the
separation and sequestration requirements
for such project under subsection (d)(1).”.

(d) SELECTION PRIORITIES.—Section 48B(d)
is amended by adding at the end the fol-
lowing new paragraph:

‘‘(4) SELECTION PRIORITIES.—In determining
which qualifying gasification projects to cer-
tify under this section, the Secretary shall—

““(A) give highest priority to projects with
the greatest separation and sequestration
percentage of total carbon dioxide emissions,
and

‘“(B) give high priority to applicant par-
ticipants who have a research partnership
with an eligible educational institution (as
defined in section 529(e)(5)).”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to credits
described in section 48B(d)(1)(B) of the Inter-
nal Revenue Code of 1986 which are allocated
or reallocated after the date of the enact-
ment of this Act.

SEC. 113. TEMPORARY INCREASE IN COAL EXCISE
TAX; FUNDING OF BLACK LUNG DIS-
ABILITY TRUST FUND.

(a) EXTENSION OF TEMPORARY INCREASE.—
Paragraph (2) of section 4121(e) is amended—

(1) by striking ‘“January 1, 2014 in sub-
paragraph (A) and inserting ‘‘December 31,
2018, and

(2) by striking ‘“‘January 1 after 1981” in
subparagraph (B) and inserting ‘‘December 31
after 2007”.

(b) RESTRUCTURING OF TRUST FUND DEBT.—

(1) DEFINITIONS.—For purposes of this sub-
section—

(A) MARKET VALUE OF THE OUTSTANDING RE-
PAYABLE ADVANCES, PLUS ACCRUED INTER-
EST.—The term ‘‘market value of the out-
standing repayable advances, plus accrued
interest’> means the present value (deter-
mined by the Secretary of the Treasury as of
the refinancing date and using the Treasury
rate as the discount rate) of the stream of
principal and interest payments derived as-
suming that each repayable advance that is
outstanding on the refinancing date is due
on the 30th anniversary of the end of the fis-
cal year in which the advance was made to
the Trust Fund, and that all such principal
and interest payments are made on Sep-
tember 30 of the applicable fiscal year.
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(B) REFINANCING DATE.—The term ‘‘refi-
nancing date’’ means the date occurring 2
days after the enactment of this Act.

(C) REPAYABLE ADVANCE.—The term ‘‘re-
payable advance’” means an amount that has
been appropriated to the Trust Fund in order
to make benefit payments and other expendi-
tures that are authorized under section 9501
of the Internal Revenue Code of 1986 and are
required to be repaid when the Secretary of
the Treasury determines that monies are
available in the Trust Fund for such purpose.

(D) TREASURY RATE.—The term ‘‘Treasury
rate” means a rate determined by the Sec-
retary of the Treasury, taking into consider-
ation current market yields on outstanding
marketable obligations of the United States
of comparable maturities.

(E) TREASURY 1-YEAR RATE.—The term
“Treasury l-year rate’” means a rate deter-
mined by the Secretary of the Treasury, tak-
ing into consideration current market yields
on outstanding marketable obligations of
the United States with remaining periods to
maturity of approximately 1 year, to have
been in effect as of the close of business 1
business day prior to the date on which the
Trust Fund issues obligations to the Sec-
retary of the Treasury under paragraph
(2)(B).

(2) REFINANCING OF OUTSTANDING PRINCIPAL
OF REPAYABLE ADVANCES AND UNPAID INTER-
EST ON SUCH ADVANCES.—

(A) TRANSFER TO GENERAL FUND.—On the
refinancing date, the Trust Fund shall repay
the market value of the outstanding repay-
able advances, plus accrued interest, by
transferring into the general fund of the
Treasury the following sums:

(i) The proceeds from obligations that the
Trust Fund shall issue to the Secretary of
the Treasury in such amounts as the Secre-
taries of Labor and the Treasury shall deter-
mine and bearing interest at the Treasury
rate, and that shall be in such forms and de-
nominations and be subject to such other
terms and conditions, including maturity, as
the Secretary of the Treasury shall pre-
scribe.

(ii) All, or that portion, of the appropria-
tion made to the Trust Fund pursuant to
paragraph (3) that is needed to cover the dif-
ference defined in that paragraph.

(B) REPAYMENT OF OBLIGATIONS.—In the
event that the Trust Fund is unable to repay
the obligations that it has issued to the Sec-
retary of the Treasury under subparagraph
(A)() and this subparagraph, or is unable to
make benefit payments and other authorized
expenditures, the Trust Fund shall issue ob-
ligations to the Secretary of the Treasury in
such amounts as may be necessary to make
such repayments, payments, and expendi-
tures, with a maturity of 1 year, and bearing
interest at the Treasury l-year rate. These
obligations shall be in such forms and de-
nominations and be subject to such other
terms and conditions as the Secretary of the
Treasury shall prescribe.

(C) AUTHORITY TO ISSUE OBLIGATIONS.—The
Trust Fund is authorized to issue obligations
to the Secretary of the Treasury under sub-
paragraphs (A)(i) and (B). The Secretary of
the Treasury is authorized to purchase such
obligations of the Trust Fund. For the pur-
poses of making such purchases, the Sec-
retary of the Treasury may use as a public
debt transaction the proceeds from the sale
of any securities issued under chapter 31 of
title 31, United States Code, and the pur-
poses for which securities may be issued
under such chapter are extended to include
any purchase of such Trust Fund obligations
under this subparagraph.

(3) ONE-TIME APPROPRIATION.—There is
hereby appropriated to the Trust Fund an
amount sufficient to pay to the general fund
of the Treasury the difference between—
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(A) the market value of the outstanding re-
payable advances, plus accrued interest; and

(B) the proceeds from the obligations
issued by the Trust Fund to the Secretary of
the Treasury under paragraph (2)(A)().

(4) PREPAYMENT OF TRUST FUND OBLIGA-
TIONS.—The Trust Fund is authorized to
repay any obligation issued to the Secretary
of the Treasury under subparagraphs (A)(i)
and (B) of paragraph (2) prior to its maturity
date by paying a prepayment price that
would, if the obligation being prepaid (in-
cluding all unpaid interest accrued thereon
through the date of prepayment) were pur-
chased by a third party and held to the ma-
turity date of such obligation, produce a
yield to the third-party purchaser for the pe-
riod from the date of purchase to the matu-
rity date of such obligation substantially
equal to the Treasury yield on outstanding
marketable obligations of the United States
having a comparable maturity to this period.
SEC. 114. SPECIAL RULES FOR REFUND OF THE

COAL EXCISE TAX TO CERTAIN COAL
PRODUCERS AND EXPORTERS.

(a) REFUND.—

(1) COAL PRODUCERS.—

(A) IN GENERAL.—Notwithstanding sub-
sections (a)(1) and (c) of section 6416 and sec-
tion 6511 of the Internal Revenue Code of
1986, if—

(i) a coal producer establishes that such
coal producer, or a party related to such coal
producer, exported coal produced by such
coal producer to a foreign country or shipped
coal produced by such coal producer to a pos-
session of the United States, or caused such
coal to be exported or shipped, the export or
shipment of which was other than through
an exporter who meets the requirements of
paragraph (2),

(ii) such coal producer filed an excise tax
return on or after October 1, 1990, and on or
before the date of the enactment of this Act,
and

(iii) such coal producer files a claim for re-
fund with the Secretary not later than the
close of the 30-day period beginning on the
date of the enactment of this Act,

then the Secretary shall pay to such coal
producer an amount equal to the tax paid
under section 4121 of such Code on such coal
exported or shipped by the coal producer or
a party related to such coal producer, or
caused by the coal producer or a party re-
lated to such coal producer to be exported or
shipped.

(B) SPECIAL RULES FOR CERTAIN TAX-
PAYERS.—For purposes of this section—

(i) IN GENERAL.—If a coal producer or a
party related to a coal producer has received
a judgment described in clause (iii), such
coal producer shall be deemed to have estab-
lished the export of coal to a foreign country
or shipment of coal to a possession of the
United States under subparagraph (A)().

(ii) AMOUNT OF PAYMENT.—If a taxpayer de-
scribed in clause (i) is entitled to a payment
under subparagraph (A), the amount of such
payment shall be reduced by any amount
paid pursuant to the judgment described in
clause (iii).

(iii) JUDGMENT DESCRIBED.—A judgment is
described in this subparagraph if such judg-
ment—

(I) is made by a court of competent juris-
diction within the United States,

(IT) relates to the constitutionality of any
tax paid on exported coal under section 4121
of the Internal Revenue Code of 1986, and

(IIT) is in favor of the coal producer or the
party related to the coal producer.

2) EXPORTERS.—Notwithstanding sub-
sections (a)(1) and (c) of section 6416 and sec-
tion 6511 of the Internal Revenue Code of
1986, and a judgment described in paragraph
(1)(B)(iii) of this subsection, if—
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(A) an exporter establishes that such ex-
porter exported coal to a foreign country or
shipped coal to a possession of the United
States, or caused such coal to be so exported
or shipped,

(B) such exporter filed a tax return on or
after October 1, 1990, and on or before the
date of the enactment of this Act, and

(C) such exporter files a claim for refund
with the Secretary not later than the close
of the 30-day period beginning on the date of
the enactment of this Act,

then the Secretary shall pay to such ex-
porter an amount equal to $0.825 per ton of
such coal exported by the exporter or caused
to be exported or shipped, or caused to be ex-
ported or shipped, by the exporter.

(b) LIMITATIONS.—Subsection (a) shall not
apply with respect to exported coal if a set-
tlement with the Federal Government has
been made with and accepted by, the coal
producer, a party related to such coal pro-
ducer, or the exporter, of such coal, as of the
date that the claim is filed under this sec-
tion with respect to such exported coal. For
purposes of this subsection, the term ‘‘settle-
ment with the Federal Government’” shall
not include any settlement or stipulation en-
tered into as of the date of the enactment of
this Act, the terms of which contemplate a
judgment concerning which any party has
reserved the right to file an appeal, or has
filed an appeal.

(c) SUBSEQUENT REFUND PROHIBITED.—No
refund shall be made under this section to
the extent that a credit or refund of such tax
on such exported or shipped coal has been
paid to any person.

(d) DEFINITIONS.—For purposes of this sec-
tion—

(1) COAL PRODUCER.—The term ‘‘coal pro-
ducer” means the person in whom is vested
ownership of the coal immediately after the
coal is severed from the ground, without re-
gard to the existence of any contractual ar-
rangement for the sale or other disposition
of the coal or the payment of any royalties
between the producer and third parties. The
term includes any person who extracts coal
from coal waste refuse piles or from the silt
waste product which results from the wet
washing (or similar processing) of coal.

(2) EXPORTER.—The term ‘‘exporter’” means
a person, other than a coal producer, who
does not have a contract, fee arrangement,
or any other agreement with a producer or
seller of such coal to export or ship such coal
to a third party on behalf of the producer or
seller of such coal and—

(A) is indicated in the shipper’s export dec-
laration or other documentation as the ex-
porter of record, or

(B) actually exported such coal to a foreign
country or shipped such coal to a possession
of the United States, or caused such coal to
be so exported or shipped.

(3) RELATED PARTY.—The term ‘‘a party re-
lated to such coal producer’” means a person
who—

(A) is related to such coal producer
through any degree of common management,
stock ownership, or voting control,

(B) is related (within the meaning of sec-
tion 144(a)(3) of the Internal Revenue Code of
1986) to such coal producer, or

(C) has a contract, fee arrangement, or any
other agreement with such coal producer to
sell such coal to a third party on behalf of
such coal producer.

(4) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of Treasury or the Sec-
retary’s designee.

(e) TIMING OF REFUND.—With respect to
any claim for refund filed pursuant to this
section, the Secretary shall determine
whether the requirements of this section are
met not later than 180 days after such claim
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is filed. If the Secretary determines that the
requirements of this section are met, the
claim for refund shall be paid not later than
180 days after the Secretary makes such de-
termination.

(f) INTEREST.—Any refund paid pursuant to
this section shall be paid by the Secretary
with interest from the date of overpayment
determined by using the overpayment rate
and method under section 6621 of the Inter-
nal Revenue Code of 1986.

(g) DENIAL OF DOUBLE BENEFIT.—The pay-
ment under subsection (a) with respect to
any coal shall not exceed—

(1) in the case of a payment to a coal pro-
ducer, the amount of tax paid under section
4121 of the Internal Revenue Code of 1986
with respect to such coal by such coal pro-
ducer or a party related to such coal pro-
ducer, and

(2) in the case of a payment to an exporter,
an amount equal to $0.825 per ton with re-
spect to such coal exported by the exporter
or caused to be exported by the exporter.

(h) APPLICATION OF SECTION.—This section
applies only to claims on coal exported or
shipped on or after October 1, 1990, through
the date of the enactment of this Act.

(1) STANDING NOT CONFERRED.—

(1) EXPORTERS.—With respect to exporters,
this section shall not confer standing upon
an exporter to commence, or intervene in,
any judicial or administrative proceeding
concerning a claim for refund by a coal pro-
ducer of any Federal or State tax, fee, or
royalty paid by the coal producer.

(2) COAL PRODUCERS.—With respect to coal
producers, this section shall not confer
standing upon a coal producer to commence,
or intervene in, any judicial or administra-
tive proceeding concerning a claim for re-
fund by an exporter of any Federal or State
tax, fee, or royalty paid by the producer and
alleged to have been passed on to an ex-
porter.

SEC. 115. TAX CREDIT FOR CARBON DIOXIDE SE-
QUESTRATION.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness credits) is amended by adding at the end
the following new section:

“SEC. 45Q. CREDIT FOR CARBON DIOXIDE SE-
QUESTRATION.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the carbon dioxide sequestration
credit for any taxable year is an amount
equal to the sum of—

‘(1) $20 per metric ton of qualified carbon
dioxide which is—

‘““(A) captured by the taxpayer at a quali-
fied facility, and

‘“(B) disposed of by the taxpayer in secure
geological storage, and

““(2) $10 per metric ton of qualified carbon
dioxide which is—

‘“(A) captured by the taxpayer at a quali-
fied facility, and

‘“(B) used by the taxpayer as a tertiary
injectant in a qualified enhanced oil or nat-
ural gas recovery project.

“(b) QUALIFIED CARBON DIOXIDE.—For pur-
poses of this section—

‘(1) IN GENERAL.—The term ‘qualified car-
bon dioxide’ means carbon dioxide captured
from an industrial source which—

“(A) would otherwise be released into the
atmosphere as industrial emission of green-
house gas, and

“(B) is measured at the source of capture
and verified at the point of disposal or injec-
tion.

‘(2) RECYCLED CARBON DIOXIDE.—The term
‘qualified carbon dioxide’ includes the initial
deposit of captured carbon dioxide used as a
tertiary injectant. Such term does not in-
clude carbon dioxide that is re-captured, re-
cycled, and re-injected as part of the en-
hanced oil and natural gas recovery process.
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“(c) QUALIFIED FACILITY.—For purposes of
this section, the term ‘qualified facility’
means any industrial facility—

‘(1) which is owned by the taxpayer,

‘(2) at which carbon capture equipment is
placed in service, and

‘(3) which captures not less than 500,000
metric tons of carbon dioxide during the tax-
able year.

‘(d) SPECIAL RULES AND OTHER DEFINI-
TIONS.—For purposes of this section—

‘(1) ONLY CARBON DIOXIDE CAPTURED AND
DISPOSED OF OR USED WITHIN THE UNITED
STATES TAKEN INTO ACCOUNT.—The credit
under this section shall apply only with re-
spect to qualified carbon dioxide the capture
and disposal or use of which is within—

‘“(A) the United States (within the mean-
ing of section 638(1)), or

‘““(B) a possession of the United States
(within the meaning of section 638(2)).

‘(2) SECURE GEOLOGICAL STORAGE.—The
Secretary, in consultation with the Adminis-
trator of the Environmental Protection
Agency, shall establish regulations for deter-
mining adequate security measures for the
geological storage of carbon dioxide under
subsection (a)(1)(B) such that the carbon di-
oxide does not escape into the atmosphere.
Such term shall include storage at deep sa-
line formations and unminable coal seems
under such conditions as the Secretary may
determine under such regulations.

¢“(3) TERTIARY INJECTANT.—The term ‘ter-
tiary injectant’ has the same meaning as
when used within section 193(b)(1).

‘“(4) QUALIFIED ENHANCED OIL OR NATURAL
GAS RECOVERY PROJECT.—The term ‘qualified
enhanced oil or natural gas recovery project’
has the meaning given the term ‘qualified
enhanced oil recovery project’ by section
43(c)(2), by substituting ‘crude oil or natural
gas’ for ‘crude oil’ in subparagraph (A){)
thereof.

¢“(5) CREDIT ATTRIBUTABLE TO TAXPAYER.—
Any credit under this section shall be attrib-
utable to the person that captures and phys-
ically or contractually ensures the disposal
of or the use as a tertiary injectant of the
qualified carbon dioxide, except to the ex-
tent provided in regulations prescribed by
the Secretary.

‘“(6) RECAPTURE.—The Secretary shall, by
regulations, provide for recapturing the ben-
efit of any credit allowable under subsection
(a) with respect to any qualified carbon diox-
ide which ceases to be captured, disposed of,
or used as a tertiary injectant in a manner
consistent with the requirements of this sec-
tion.

“(7) INFLATION ADJUSTMENT.—In the case of
any taxable year beginning in a calendar
year after 2009, there shall be substituted for
each dollar amount contained in subsection
(a) an amount equal to the product of—

“(A) such dollar amount, multiplied by

‘“(B) the inflation adjustment factor for
such calendar year determined under section
43(b)(3)(B) for such calendar year, deter-
mined by substituting ‘2008’ for ‘1990°.

‘‘(e) APPLICATION OF SECTION.—The credit
under this section shall apply with respect to
qualified carbon dioxide before the end of the
calendar year in which the Secretary, in con-
sultation with the Administrator of the En-
vironmental Protection Agency, certifies
that 75,000,000 metric tons of qualified carbon
dioxide have been captured and disposed of
or used as a tertiary injectant.”.

(b) CONFORMING AMENDMENT.—Section 38(b)
(relating to general business credit) is
amended by striking ‘‘plus’” at the end of
paragraph (32), by striking the period at the
end of paragraph (33) and inserting ‘‘, plus”’,
and by adding at the end of following new
paragraph:

‘“(34) the carbon dioxide sequestration
credit determined under section 45Q(a).”.
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(c) CLERICAL AMENDMENT.—The table of
sections for subpart B of part IV of sub-
chapter A of chapter 1 (relating to other
credits) is amended by adding at the end the
following new section:

‘“Sec. 45Q. Credit for carbon dioxide seques-
tration.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to carbon
dioxide captured after the date of the enact-
ment of this Act.

SEC. 116. CARBON AUDIT OF THE TAX CODE.

(a) STUDY.—The Secretary of the Treasury
shall enter into an agreement with the Na-
tional Academy of Sciences to undertake a
comprehensive review of the Internal Rev-
enue Code of 1986 to identify the types of and
specific tax provisions that have the largest
effects on carbon and other greenhouse gas
emissions and to estimate the magnitude of
those effects.

(b) REPORT.—Not later than 2 years after
the date of enactment of this Act, the Na-
tional Academy of Sciences shall submit to
Congress a report containing the results of
study authorized under this section.

(c) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this section $1,500,000 for the period
of fiscal years 2009 and 2010.

TITLE II—_TRANSPORTATION AND
DOMESTIC FUEL SECURITY PROVISIONS
SEC. 201. INCLUSION OF CELLULOSIC BIOFUEL
IN BONUS DEPRECIATION FOR BIO-

MASS ETHANOL PLANT PROPERTY.

(a) IN GENERAL.—Paragraph (3) of section
168(1) is amended to read as follows:

‘(3) CELLULOSIC BIOFUEL.—The term ‘cel-
lulosic biofuel’ means any liquid fuel which
is produced from any lignocellulosic or
hemicellulosic matter that is available on a
renewable or recurring basis.”’.

(b) CONFORMING AMENDMENTS.—Subsection
(1) of section 168 is amended—

(1) by striking ‘‘cellulosic biomass eth-
anol” each place it appears and inserting
“‘cellulosic biofuel”’,

(2) by striking ‘“CELLULOSIC BIOMASS ETH-
ANOL”’ in the heading of such subsection and
inserting ‘‘CELLULOSIC BIOFUEL’’, and

(3) by striking ‘‘CELLULOSIC BIOMASS ETH-
ANOL”’ in the heading of paragraph (2) thereof
and inserting ‘‘CELLULOSIC BIOFUEL’’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after the date of the enact-
ment of this Act, in taxable years ending
after such date.

SEC. 202. CREDITS FOR BIODIESEL AND RENEW-
ABLE DIESEL.

(a) IN GENERAL.—Sections 40A(g), 6426(c)(6),
and 6427(e)(5)(B) are each amended by strik-
ing ‘“December 31, 2008 and inserting ‘‘De-
cember 31, 2011°°.

(b) INCREASE IN RATE OF CREDIT.—

(1) INCOME TAX CREDIT.—Paragraphs (1)(A)
and (2)(A) of section 40A(b) are each amended
by striking ‘60 cents’’ and inserting ‘‘$1.00°".

(2) EXCISE TAX CREDIT.—Paragraph (2) of
section 6426(c) is amended to read as follows:

‘(2) APPLICABLE AMOUNT.—For purposes of
this subsection, the applicable amount is
$1.00.”".

(3) CONFORMING AMENDMENTS.—

(A) Subsection (b) of section 40A is amend-
ed by striking paragraph (3) and by redesig-
nating paragraphs (4) and (5) as paragraphs
(3) and (4), respectively.

(B) Paragraph (2) of section 40A(f) is
amended to read as follows:

‘(2) EXCEPTION.—Subsection (b)(4) shall
not apply with respect to renewable diesel.”.

(C) Paragraphs (2) and (3) of section 40A(e)
are each amended by striking ‘‘subsection
(h)(B)(C)” and inserting ““‘subsection
()()(C)”.
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(D) Clause (ii) of section 40A(d)(3)(C) is
amended by striking ‘‘subsection (b)(5)(B)”’
and inserting ‘‘subsection (b)(4)(B)”.

(c) UNIFORM TREATMENT OF DIESEL PRO-
DUCED FROM BIOMASS.—Paragraph (3) of sec-
tion 40A(f) is amended—

(1) by striking ‘‘diesel fuel” and inserting
“liquid fuel”,

(2) by striking ‘‘using a
depolymerization process’, and

(3) by striking ‘‘or D396’ in subparagraph
(B) and inserting ‘¢, D396, or other equivalent
standard approved by the Secretary’.

(d) ELIGIBILITY OF CERTAIN AVIATION
FUEL.—Subsection (f) of section 40A (relating
to renewable diesel) is amended by adding at
the end the following new paragraph:

¢“(4) CERTAIN AVIATION FUEL.—

“(A) IN GENERAL.—Except as provided in
the last sentence of paragraph (3), the term
‘renewable diesel’ shall include fuel derived
from biomass which meets the requirements
of a Department of Defense specification for
military jet fuel or an American Society of
Testing and Materials specification for avia-
tion turbine fuel.

‘(B) APPLICATION OF MIXTURE CREDITS.—In
the case of fuel which is treated as renewable
diesel solely by reason of subparagraph (A),
subsection (b)(1) and section 6426(c) shall be
applied with respect to such fuel by treating
kerosene as though it were diesel fuel.”’.

(e) MODIFICATION OF CREDIT FOR RENEW-
ABLE DIESEL.—Section 40A(f) (relating to re-
newable diesel), as amended by subsection
(d), is amended by adding at the end the fol-
lowing new paragraph:

“(5) SPECIAL RULE FOR CO-PROCESSED RE-
NEWABLE DIESEL.—In the case of a taxpayer
which produces renewable diesel through the
co-processing of biomass and petroleum at
any facility, this subsection shall not apply
to so much of the renewable diesel produced
at such facility and sold or used during the
taxable year in a qualified biodiesel mixture
as exceeds 60,000,000 gallons.”.

(f) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to fuel pro-
duced, and sold or used, after December 31,
2008.

(2) COPRODUCTION OF RENEWABLE DIESEL
WITH PETROLEUM FEEDSTOCK.—The amend-
ments made by subsection (e) shall apply to
fuel produced, and sold or used, after the
date of the enactment of this Act.

SEC. 203. CLARIFICATION THAT CREDITS FOR
FUEL ARE DESIGNED TO PROVIDE
AN INCENTIVE FOR UNITED STATES
PRODUCTION.

(a) ALCOHOL FUELS CREDIT.—Subsection (d)
of section 40 is amended by adding at the end
the following new paragraph:

“(7) LIMITATION TO ALCOHOL WITH CONNEC-
TION TO THE UNITED STATES.—No credit shall
be determined under this section with re-
spect to any alcohol which is produced out-
side the United States for use as a fuel out-
side the United States. For purposes of this
paragraph, the term ‘United States’ includes
any possession of the United States.”.

(b) BIODIESEL FUELS CREDIT.—Subsection
(d) of section 40A is amended by adding at
the end the following new paragraph:

¢“(5) LIMITATION TO BIODIESEL WITH CONNEC-
TION TO THE UNITED STATES.—No credit shall
be determined under this section with re-
spect to any biodiesel which is produced out-
side the United States for use as a fuel out-
side the United States. For purposes of this
paragraph, the term ‘United States’ includes
any possession of the United States.”.

(¢) EXCISE TAX CREDIT.—

(1) IN GENERAL.—Section 6426 is amended
by adding at the end the following new sub-
section:

(1) LIMITATION TO FUELS WITH CONNECTION
TO THE UNITED STATES.—
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‘(1 ALcoHOL.—No credit shall be deter-
mined under this section with respect to any
alcohol which is produced outside the United
States for use as a fuel outside the United
States.

‘(2) BIODIESEL AND ALTERNATIVE FUELS.—
No credit shall be determined under this sec-
tion with respect to any biodiesel or alter-
native fuel which is produced outside the
United States for use as a fuel outside the
United States.

For purposes of this subsection, the term
‘United States’ includes any possession of
the United States.”.

(2) CONFORMING AMENDMENT.—Subsection
(e) of section 6427 is amended by redesig-
nating paragraph (5) as paragraph (6) and by
inserting after paragraph (4) the following
new paragraph:

¢“(5) LIMITATION TO FUELS WITH CONNECTION
TO THE UNITED STATES.—No amount shall be
payable under paragraph (1) or (2) with re-
spect to any mixture or alternative fuel if
credit is not allowed with respect to such
mixture or alternative fuel by reason of sec-
tion 6426(i).”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to claims
for credit or payment made on or after May
15, 2008.

SEC. 204. CREDIT FOR NEW QUALIFIED PLUG-IN
ELECTRIC DRIVE MOTOR VEHICLES.

(a) PLUG-IN ELECTRIC DRIVE MOTOR VEHI-
CLE CREDIT.—Subpart B of part IV of sub-
chapter A of chapter 1 (relating to other
credits) is amended by adding at the end the
following new section:

“SEC. 30D. NEW QUALIFIED PLUG-IN ELECTRIC
DRIVE MOTOR VEHICLES.

‘‘(a) ALLOWANCE OF CREDIT.—

‘(1) IN GENERAL.—There shall be allowed as
a credit against the tax imposed by this
chapter for the taxable year an amount
equal to the applicable amount with respect
to each new qualified plug-in electric drive
motor vehicle placed in service by the tax-
payer during the taxable year.

‘(2) APPLICABLE AMOUNT.—For purposes of
paragraph (1), the applicable amount is sum
of—

““(A) $2,500, plus

‘‘(B) $400 for each kilowatt hour of traction
battery capacity in excess of 6 kilowatt
hours.

““(b) LIMITATIONS.—

‘(1) LIMITATION BASED ON WEIGHT.—The
amount of the credit allowed under sub-
section (a) by reason of subsection (a)(2)
shall not exceed—

““(A) $7,500, in the case of any new qualified
plug-in electric drive motor vehicle with a
gross vehicle weight rating of not more than
10,000 pounds,

‘“(B) $10,000, in the case of any new quali-
fied plug-in electric drive motor vehicle with
a gross vehicle weight rating of more than
10,000 pounds but not more than 14,000
pounds,

“(C) $12,500, in the case of any new quali-
fied plug-in electric drive motor vehicle with
a gross vehicle weight rating of more than
14,000 pounds but not more than 26,000
pounds, and

‘(D) $15,000, in the case of any new quali-
fied plug-in electric drive motor vehicle with
a gross vehicle weight rating of more than
26,000 pounds.

¢(2) LIMITATION ON NUMBER OF PASSENGER
VEHICLES AND LIGHT TRUCKS ELIGIBLE FOR
CREDIT.—

‘““(A) IN GENERAL.—In the case of a new
qualified plug-in electric drive motor vehicle
sold during the phaseout period, only the ap-
plicable percentage of the credit otherwise
allowable under subsection (a) shall be al-
lowed.

‘(B) PHASEOUT PERIOD.—For purposes of
this subsection, the phaseout period is the
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period beginning with the second calendar
quarter following the calendar quarter which
includes the first date on which the total
number of such new qualified plug-in electric
drive motor vehicles sold for use in the
United States after December 31, 2007, is at
least 250,000.

“(C) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable
percentage is—

‘“(i) 50 percent for the first 2 calendar quar-
ters of the phaseout period,

“‘(ii) 25 percent for the 3d and 4th calendar
quarters of the phaseout period, and

‘‘(iii) 0 percent for each calendar quarter
thereafter.

‘(D) CONTROLLED GROUPS.—Rules similar
to the rules of section 30B(f)(4) shall apply
for purposes of this subsection.

“(c) NEW QUALIFIED PLUG-IN ELECTRIC
DRIVE MOTOR VEHICLE.—For purposes of this
section, the term ‘new qualified plug-in elec-
tric drive motor vehicle’ means a motor ve-
hicle—

‘(1) which draws propulsion primarily
using a traction battery with at least 6 kilo-
watt hours of capacity,

‘(2) which uses an offboard source of en-
ergy to recharge such battery,

‘“(3) which, in the case of a passenger vehi-
cle or light truck which has a gross vehicle
weight rating of not more than 8,500 pounds,
has received a certificate of conformity
under the Clean Air Act and meets or ex-
ceeds the equivalent qualifying California
low emission vehicle standard under section
243(e)(2) of the Clean Air Act for that make
and model year, and

‘“(A) in the case of a vehicle having a gross
vehicle weight rating of 6,000 pounds or less,
the Bin 5 Tier II emission standard estab-
lished in regulations prescribed by the Ad-
ministrator of the Environmental Protection
Agency under section 202(i) of the Clean Air
Act for that make and model year vehicle,
and

‘“(B) in the case of a vehicle having a gross
vehicle weight rating of more than 6,000
pounds but not more than 8,500 pounds, the
Bin 8 Tier II emission standard which is so
established,

‘“(4) the original use of which commences
with the taxpayer,

‘() which is acquired for use or lease by
the taxpayer and not for resale, and

‘(6) which is made by a manufacturer.

“(d) APPLICATION WITH OTHER CREDITS.—

‘(1) BUSINESS CREDIT TREATED AS PART OF
GENERAL BUSINESS CREDIT.—So much of the
credit which would be allowed under sub-
section (a) for any taxable year (determined
without regard to this subsection) that is at-
tributable to property of a character subject
to an allowance for depreciation shall be
treated as a credit listed in section 38(b) for
such taxable year (and not allowed under
subsection (a)).

*“(2) PERSONAL CREDIT.—

‘““(A) IN GENERAL.—For purposes of this
title, the credit allowed under subsection (a)
for any taxable year (determined after appli-
cation of paragraph (1)) shall be treated as a
credit allowable under subpart A for such
taxable year.

‘(B) LIMITATION BASED ON AMOUNT OF
TAX.—In the case of a taxable year to which
section 26(a)(2) does not apply, the credit al-
lowed under subsection (a) for any taxable
year (determined after application of para-
graph (1)) shall not exceed the excess of—

‘(i) the sum of the regular tax liability (as
defined in section 26(b)) plus the tax imposed
by section 55, over

‘‘(ii) the sum of the credits allowable under
subpart A (other than this section and sec-
tions 23 and 25D) and section 27 for the tax-
able year.
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‘““(e) OTHER DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—

‘(1) MOTOR VEHICLE.—The term ‘motor ve-
hicle’ has the meaning given such term by
section 30(c)(2).

‘“(2) OTHER TERMS.—The terms ‘passenger
automobile’, ‘light truck’, and ‘manufac-
turer’ have the meanings given such terms in
regulations prescribed by the Administrator
of the Environmental Protection Agency for
purposes of the administration of title II of
the Clean Air Act (42 U.S.C. 7521 et seq.).

¢(3) TRACTION BATTERY CAPACITY.—Trac-
tion battery capacity shall be measured in
kilowatt hours from a 100 percent state of
charge to a zero percent state of charge.

‘“(4) REDUCTION IN BASIS.—For purposes of
this subtitle, the basis of any property for
which a credit is allowable under subsection
(a) shall be reduced by the amount of such
credit so allowed.

“(5) NO DOUBLE BENEFIT.—The amount of
any deduction or other credit allowable
under this chapter for a new qualified plug-
in electric drive motor vehicle shall be re-
duced by the amount of credit allowed under
subsection (a) for such vehicle for the tax-
able year.

‘(6) PROPERTY USED BY TAX-EXEMPT ENTI-
TY.—In the case of a vehicle the use of which
is described in paragraph (3) or (4) of section
50(b) and which is not subject to a lease, the
person who sold such vehicle to the person or
entity using such vehicle shall be treated as
the taxpayer that placed such vehicle in
service, but only if such person clearly dis-
closes to such person or entity in a docu-
ment the amount of any credit allowable
under subsection (a) with respect to such ve-
hicle (determined without regard to sub-
section (b)(2)).

“(7) PROPERTY USED OUTSIDE UNITED
STATES, ETC., NOT QUALIFIED.—No credit shall
be allowable under subsection (a) with re-
spect to any property referred to in section
50(b)(1) or with respect to the portion of the
cost of any property taken into account
under section 179.

‘“(8) RECAPTURE.—The Secretary shall, by
regulations, provide for recapturing the ben-
efit of any credit allowable under subsection
(a) with respect to any property which ceases
to be property eligible for such credit (in-
cluding recapture in the case of a lease pe-
riod of less than the economic life of a vehi-
cle).

‘(9) ELECTION TO NOT TAKE CREDIT.—No
credit shall be allowed under subsection (a)
for any vehicle if the taxpayer elects not to
have this section apply to such vehicle.

€(10) INTERACTION WITH AIR QUALITY AND
MOTOR VEHICLE SAFETY STANDARDS.—Unless
otherwise provided in this section, a motor
vehicle shall not be considered eligible for a
credit under this section unless such vehicle
is in compliance with—

‘“(A) the applicable provisions of the Clean
Air Act for the applicable make and model
year of the vehicle (or applicable air quality
provisions of State law in the case of a State
which has adopted such provision under a
waiver under section 209(b) of the Clean Air
Act), and

‘(B) the motor vehicle safety provisions of
sections 30101 through 30169 of title 49,
United States Code.

““(f) REGULATIONS.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), the Secretary shall promul-
gate such regulations as necessary to carry
out the provisions of this section.

¢“(2) COORDINATION IN PRESCRIPTION OF CER-
TAIN REGULATIONS.—The Secretary of the
Treasury, in coordination with the Secretary
of Transportation and the Administrator of
the Environmental Protection Agency, shall
prescribe such regulations as necessary to
determine whether a motor vehicle meets
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the requirements to be eligible for a credit
under this section.

‘(g) TERMINATION.—This section shall not
apply to property purchased after December
31, 2014.”.

(b) COORDINATION WITH ALTERNATIVE
MOTOR VEHICLE CREDIT.—Section 30B(d)(3) is
amended by adding at the end the following
new subparagraph:

(D) EXCLUSION OF PLUG-IN VEHICLES.—Any
vehicle with respect to which a credit is al-
lowable under section 30D (determined with-
out regard to subsection (d) thereof) shall
not be taken into account under this sec-
tion.”.

(c) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) is amended by
striking ‘“‘plus’ at the end of paragraph (33),
by striking the period at the end of para-
graph (34) and inserting ‘‘plus’’, and by add-
ing at the end the following new paragraph:

¢“(35) the portion of the new qualified plug-
in electric drive motor vehicle credit to
which section 30D(d)(1) applies.”.

(d) CONFORMING AMENDMENTS.—

(1)(A) Section 24(b)(3)(B), as amended by
section 104, is amended by striking ‘“and
25D’ and inserting ‘25D, and 30D”’.

(B) Section 25(e)(1)(C)(ii) is amended by in-
serting ‘‘30D,” after ‘‘25D,”’.

(C) Section 25B(g)(2), as amended by sec-
tion 104, is amended by striking ‘“‘and 25D
and inserting ‘‘, 256D, and 30D”’.

(D) Section 26(a)(1), as amended by section
104, is amended by striking ‘‘and 256D’ and in-
serting ‘25D, and 30D”’.

(E) Section 1400C(d)(2) is amended by strik-
ing ‘“‘and 25D” and inserting ‘25D, and 30D”’.

(2) Section 1016(a) is amended by striking
“and” at the end of paragraph (35), by strik-
ing the period at the end of paragraph (36)
and inserting ‘‘, and”, and by adding at the
end the following new paragraph:

“387) to the extent provided in section
30D(e)(4).”.

(3) Section 6501(m) is amended by inserting
¢30D(e)(9),” after <“30C(e)(5),”.

(4) The table of sections for subpart B of
part IV of subchapter A of chapter 1 is
amended by adding at the end the following
new item:

“Sec. 30D. New qualified plug-in electric
drive motor vehicles.”.

(e) EFFECTIVE DATE.—Except as otherwise
provided in this subsection, the amendments
made by this section shall apply to taxable
years beginning after December 31, 2008.

(f) APPLICATION OF EGTRRA SUNSET.—The
amendment made by subsection (d)(1)(A)
shall be subject to title IX of the Economic
Growth and Tax Relief Reconciliation Act of
2001 in the same manner as the provision of
such Act to which such amendment relates.
SEC. 205. EXTENSION AND MODIFICATION OF AL-

TERNATIVE MOTOR VEHICLE CRED-
IT.

(a) EXTENSION.—

(1) NEW ADVANCED LEAN BURN TECHNOLOGY
MOTOR VEHICLES AND HEAVY NEW QUALIFIED
HYBRID MOTOR VEHICLES.—Paragraphs (2) and
(3) of section 30B(j) are amended to read as
follows:

‘(2) in the case of a new advanced lean
burn technology motor vehicle (as described
in subsection (c)), December 31, 2011,

““(3) in the case of—

““(A) a new qualified hybrid motor vehicle
(as described in subsection (d)(2)(A)), Decem-
ber 31, 2010, and

‘“(B) a new qualified hybrid motor vehicle
(as described in subsection (d)(2)(B)), Decem-
ber 31, 2011, and”’.

(2) NEW QUALIFIED ALTERNATIVE FUEL VEHI-
CLES.—Paragraph (4) of section 30B(j) is
amended by striking ‘‘December 31, 2010’ and
inserting ‘‘December 31, 2011°".

(b) INCREASED CREDIT FOR CERTAIN NEW
QUALIFIED FUEL CELL MOTOR VEHICLES.—
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Subparagraph (A) of section 30B(b)(1) is
amended by striking ¢‘$4,000” and inserting
<$7,500.

(¢) PERSONAL CREDIT ALLOWED AGAINST AL-
TERNATIVE MINIMUM TAX.—

(1) IN GENERAL.—Paragraph (2) of section
30B(g) is amended to read as follows:

*“(2) PERSONAL CREDIT.—

‘““(A) IN GENERAL.—For purposes of this
title, the credit allowed under subsection (a)
for any taxable year (determined after appli-
cation of paragraph (1)) shall be treated as a
credit allowable under subpart A for such
taxable year.

‘“(B) LIMITATION BASED ON AMOUNT OF
TAX.—In the case of a taxable year to which
section 26(a)(2) does not apply, the credit al-
lowed under subsection (a) (after the applica-
tion of paragraph (1)) for any taxable year
shall not exceed the excess (if any) of—

‘(i) the sum of the regular tax liability (as
defined in section 26(b)) plus the tax imposed
by section 55, over

‘‘(ii) the sum of the credits allowable under
subpart A (other than this section and sec-
tions 23, 25D, and 30D) and section 27 for the
taxable year.”.

(2) CONFORMING AMENDMENTS.—

(A)(1) Section 24(b)(3)(B), as amended by
this Act, is amended by striking ‘‘and 30D’
and inserting ‘“30B, and 30D”’.

(ii) Section 25(e)(1)(C)(ii), as amended by
this Act, is amended by inserting ‘30B,”
after *25D,".

(iii) Section 25B(g)(2), as amended by this
Act, is amended by striking ‘‘and 30D and
inserting ¢, 30B, and 30D”’.

(iv) Section 26(a)(1), as amended by this
Act, is amended by striking ‘‘and 30D and
inserting ‘‘30B, and 30D"’.

(v) Section 1400C(d)(2), as amended by this
Act, is amended by striking ‘‘and 30D and
inserting ‘‘30B, and 30D"’.

(B) Subparagraph (A) of section 30C(d)(2) is
amended by striking ‘‘sections 27, 30, and
30B’’ and inserting ‘‘sections 27 and 30”’.

(C) Section 55(c)(3) is amended by striking
<30B(g)(2),”.

(d) EFFECTIVE DATE.—Except as otherwise
provided in this subsection, the amendments
made by this section shall apply to taxable
years beginning after December 31, 2008.

(e) APPLICATION OF EGTRRA SUNSET.—The
amendment made by subsection (c)(2)(A)({)
shall be subject to title IX of the Economic
Growth and Tax Relief Reconciliation Act of
2001 in the same manner as the provision of
such Act to which such amendment relates.
SEC. 206. EXCLUSION FROM HEAVY TRUCK TAX

FOR IDLING REDUCTION UNITS AND
ADVANCED INSULATION.

(a) IN GENERAL.—Section 4053 is amended
by adding at the end the following new para-
graphs:

““(9) IDLING REDUCTION DEVICE.—Any device
or system of devices which—

‘“(A) is designed to provide to a vehicle
those services (such as heat, air condi-
tioning, or electricity) that would otherwise
require the operation of the main drive en-
gine while the vehicle is temporarily parked
or remains stationary using one or more de-
vices affixed to a tractor, and

‘(B) is determined by the Administrator of
the Environmental Protection Agency, in
consultation with the Secretary of Energy
and the Secretary of Transportation, to re-
duce idling of such vehicle at a motor vehi-
cle rest stop or other location where such ve-
hicles are temporarily parked or remain sta-
tionary.

¢(10) ADVANCED INSULATION.—Any insula-
tion that has an R value of not less than R35
per inch.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to sales or
installations after the date of the enactment
of this Act.
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SEC. 207. EXTENSION AND MODIFICATION OF AL-
TERNATIVE FUEL CREDIT.

(a) EXTENSION.—

(1) ALTERNATIVE FUEL CREDIT.—Paragraph
(4) of section 6426(d) (relating to alternative
fuel credit) is amended by striking ‘‘Sep-
tember 30, 2009’ and inserting ‘‘December 31,
2011,

(2) ALTERNATIVE FUEL MIXTURE CREDIT.—
Paragraph (3) of section 6426(e) (relating to
alternative fuel mixture credit) is amended
by striking ‘‘September 30, 2009’ and insert-
ing ‘“December 31, 2011,

(3) PAYMENTS.—Subparagraph (C) of sec-
tion 6427(e)(5) (relating to termination) is
amended by striking ‘‘September 30, 2009’
and inserting ‘‘December 31, 2011”°.

(b) MODIFICATIONS.—

(1) ALTERNATIVE FUEL TO INCLUDE COM-
PRESSED OR LIQUIFIED BIOMASS GAS.—Para-
graph (2) of section 6426(d) (relating to alter-
native fuel credit) is amended by striking
‘“‘and”” at the end of subparagraph (E), by re-
designating subparagraph (F) as subpara-
graph (G), and by inserting after subpara-
graph (E) the following new subparagraph:

“(F) compressed or liquefied biomass gas,
and”.

(2) CREDIT ALLOWED FOR AVIATION USE OF
FUEL.—Paragraph (1) of section 6426(d) is
amended by inserting ‘‘sold by the taxpayer
for use as a fuel in aviation,” after ‘“‘motor-
boat,”.

(c) CARBON CAPTURE REQUIREMENT FOR
CERTAIN FUELS.—

(1) IN GENERAL.—Subsection (d) of section
6426, as amended by subsection (a), is amend-
ed by redesignating paragraph (4) as para-
graph (5) and by inserting after paragraph (3)
the following new paragraph:

¢‘(4) CARBON CAPTURE REQUIREMENT.—

‘““(A) IN GENERAL.—The requirements of
this paragraph are met if the fuel is cer-
tified, under such procedures as required by
the Secretary, as having been derived from
coal produced at a gasification facility which
separates and sequesters not less than the
applicable percentage of such facility’s total
carbon dioxide emissions.

‘“(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable
percentage is—

‘(i) 50 percent in the case of fuel produced
after the date of the enactment of this para-
graph and on or before the earlier of—

‘“(I) the date the Secretary makes a deter-
mination under subparagraph (C), or

“(IT) December 30, 2011, and

‘“(ii) 75 percent in the case of fuel produced
after the date on which the applicable per-
centage under clause (i) ceases to apply.

¢“(C) DETERMINATION TO INCREASE APPLICA-
BLE PERCENTAGE BEFORE DECEMBER 31, 2011.—If
the Secretary, after considering the rec-
ommendations of the Carbon Sequestration
Capability Panel, finds that the applicable
percentage under subparagraph (B) should be
75 percent for fuel produced before December
31, 2011, the Secretary shall make a deter-
mination under this subparagraph. Any de-
termination made under this subparagraph
shall be made not later than 30 days after
the Secretary receives from the Carbon Se-
questration Panel the report required under
section 331(c)(3)(D) of the Energy Independ-
ence and Investment Act of 2008.”".

(2) CONFORMING AMENDMENT.—Subpara-
graph (E) of section 6426(d)(2) is amended by
inserting ‘‘which meets the requirements of
paragraph (4) and which is’’ after ‘‘any liquid
fuel”.

(3) CARBON
PANEL.—

(A) ESTABLISHMENT OF PANEL.—There is es-
tablished a panel to be known as the ‘‘Car-
bon Sequestration Capability Panel” (here-
after in this paragraph referred to as the
“Panel’).
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(B) MEMBERSHIP.—The Panel shall be com-
posed of—

(i) 1 representative from the National
Academy of Sciences,

(ii) 1 representative from the University of
Kentucky Center for Applied Energy Re-
search, and

(iii) 1 individual appointed jointly by the
representatives under clauses (i) and (ii).

(C) STUuDY.—The Panel shall study the ap-
propriate percentage of carbon dioxide for
separation and sequestration under section
6426(d)(4) of the Internal Revenue Code of
1986 consistent with the purposes of such sec-
tion. The panel shall consider whether it is
feasible to separate and sequester 75 percent
of the carbon dioxide emissions of a facility,
including costs and other factors associated
with separating and sequestering such per-
centage of carbon dioxide emissions.

(D) REPORT.—Not later than 6 months after
the date of the enactment of this Act, the
Panel shall report to the Secretary of Treas-
ury, the Committee on Finance of the Sen-
ate, and the Committee on Ways and Means
of the House of Representatives on the study
under subparagraph (C).

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to fuel sold
or used after the date of the enactment of
this Act.

SEC. 208. ALTERNATIVE FUEL VEHICLE REFUEL-
ING PROPERTY CREDIT.

(a) EXTENSION OF CREDIT.—Paragraph (2) of
section 30C(g) is amended by striking ‘“‘De-
cember 31, 2009’ and inserting ‘‘December 31,
2012".

(b) INCLUSION OF ELECTRICITY AS A CLEAN-
BURNING FUEL.—Section 30C(c)(2) is amended
by adding at the end the following new sub-
paragraph:

‘(C) Electricity.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after the date of the enact-
ment of this Act, in taxable years ending
after such date.

SEC. 209. CERTAIN INCOME AND GAINS RELAT-
ING TO ALCOHOL FUELS AND MIX-
TURES, BIODIESEL FUELS AND MIX-
TURES, AND ALTERNATIVE FUELS
AND MIXTURES TREATED AS QUALI-
FYING INCOME FOR PUBLICLY
TRADED PARTNERSHIPS.

(a) IN GENERAL.—Subparagraph (E) of sec-
tion 7704(d)(1) is amended by inserting ¢, or
the transportation or storage of any fuel de-
scribed in subsection (b), (¢), (d), or (e) of
section 6426, or any alcohol fuel defined in
section 6426(b)(4)(A) or any biodiesel fuel as
defined in section 40A(d)(1)” after ‘‘timber)”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect on the
date of the enactment of this Act, in taxable
years ending after such date.

SEC. 210. EXTENSION OF ETHANOL PRODUCTION
CREDIT.

(a) CREDIT FOR ALCOHOL USED AS FUEL.—
Section 40 is amended—

(1) by striking ‘“2010”’ each place it appears
in subsections (e)(1)(A) and (h) and inserting
£2011”, and

(2) by striking ‘“January 1, 2011 in sub-
section (e)(1)(B) and inserting ‘‘January 1,
2012,

(b) EXCISE TAX CREDITS.—Paragraph (6) of
section 6426(b) is amended by striking ‘2010’
and inserting “2011”°.

(¢) PAYMENTS.—Subparagraph (A) of sec-
tion 6427(e)(5) is amended by striking 2010
and inserting ‘2011,

SEC. 211. CREDIT FOR PRODUCERS OF FOSSIL
FREE ALCOHOL.

(a) IN GENERAL.—Subsection (a) of section
40 (relating to alcohol used as fuel) is amend-
ed by striking ‘‘plus’ at the end of paragraph
(3), by striking the period at the end of para-
graph (4) and inserting ‘‘, plus’’, and by add-
ing at the end the following new paragraph:
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‘“(6) the small fossil free alcohol producer
credit.”.

(b) SMALL F0SSIL FREE ALCOHOL PRODUCER
CREDIT.—Subsection (b) of section 40 is
amended by adding at the end the following
new paragraph:

“(7) SMALL FOSSIL FREE ALCOHOL PRODUCER
CREDIT.—

‘“(A) IN GENERAL.—In addition to any other
credit allowed under this section, there shall
be allowed as a credit against the tax im-
posed by this chapter for the taxable year an
amount equal to 10 cents for each gallon of
not more than 60,000,000 gallons of qualified
fossil free alcohol production.

“(B) QUALIFIED FOSSIL FREE ALCOHOL PRO-
DUCTION.—For purposes of this section, the
term ‘qualified fossil free alcohol production’
means alcohol which is produced by an eligi-
ble small fossil free alcohol producer at a
fossil free alcohol production facility and
which during the taxable year—

‘(i) is sold by the taxpayer to another per-
son—

‘(D for use by such other person in the pro-
duction of a qualified alcohol mixture in
such other person’s trade or business (other
than casual off-farm production),

““(IT) for use by such other person as a fuel
in a trade or business, or

“(IIT) who sells such alcohol at retail to
another person and places such alcohol in
the fuel tank of such other person, or

‘“(ii) is used or sold by the taxpayer for any
purpose described in clause (i).

¢(C) ADDITIONAL DISTILLATION EXCLUDED.—
The qualified fossil free alcohol production
of any taxpayer for any taxable year shall
not include any alcohol which is purchased
by the taxpayer and with respect to which
such producer increases the proof of the alco-
hol by additional distillation.”’.

(¢) ELIGIBLE SMALL FOSSIL FREE ALCOHOL
PRODUCER.—Section 40 is amended by adding
at the end the following new subsection:

‘(1) DEFINITIONS AND SPECIAL RULES FOR
SMALL FOSSIL FREE ALCOHOL PRODUCER.—
For purposes of this section—

‘(1) IN GENERAL.—The term ‘eligible small
fossil free alcohol producer’ means a person,
who at all times during the taxable year, has
a productive capacity for alcohol from all
fossil free alcohol production facilities of the
taxpayer which is not in excess of 60,000,000
gallons.

¢“(2) FOSSIL FREE ALCOHOL PRODUCTION FA-
CILITY.—The term ‘fossil free alcohol produc-
tion facility’ means any facility at which 90
percent of the energy used in the production
of alcohol is produced from biomass (as de-
fined in section 45K(c)(3)).

‘“(3) AGGREGATION RULE.—For purposes of
the 60,000,000 gallon limitation under para-
graph (1) and subsection (b)(7)(A), all mem-
bers of the same controlled group of corpora-
tions (within the meaning of section 267(f))
and all persons under common control (with-
in the meaning of section 52(b) but deter-
mined by treating an interest of more than
50 percent as a controlling interest) shall be
treated as 1 person.

‘(4) PARTNERSHIP, S CORPORATIONS, AND
OTHER PASS-THRU ENTITIES.—In the case of a
partnership, trust, S corporation, or other
pass-thru entity, the limitation contained in
paragraph (1) shall be applied at the entity
level and at the partner or similar level.

‘() ALLOCATION.—For purposes of this sub-
section, in the case of a facility in which
more than 1 person has an interest, produc-
tive capacity shall be allocated among such
persons in such manner as the Secretary
may prescribe.

‘“(6) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary to prevent the credit provided for in
subsection (a)(5) from directly or indirectly
benefitting any person with a direct or indi-
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rect productive capacity of more than
60,000,000 gallons of alcohol from fossil free
alcohol production facilities during the tax-
able year.

“(7) ALLOCATION OF SMALL FOSSIL FREE AL-
COHOL PRODUCER CREDIT TO PATRONS OF COOP-
ERATIVE.—Rules similar to the rules under
subsection (g)(6) shall apply for purposes of
this subsection.”.

(d) ALCOHOL NOT USED AS A FUEL, ETC.—

(1) IN GENERAL.—Paragraph (3) of section
40(d) is amended by redesignating subpara-
graph (E) as subparagraph (F) and by insert-
ing after subparagraph (D) the following new
subparagraph:

“(E) SMALL FOSSIL FREE ALCOHOL PRODUCER
CREDIT.—If—

‘(i) any credit is allowed under subsection
(a)(5), and

‘‘(i1) any person does not use such fuel for
a purpose described in subsection (b)(7)(B),
then there is hereby imposed on such person
a tax equal to 10 cents for each gallon of
such alcohol.”.

(2) CONFORMING AMENDMENT.—Subpara-
graph (F) of section 40(d)(3), as redesignated
by paragraph (1) and amended by this Act, is
amended by striking ‘‘or (D)’ and inserting
“(D), or (B)”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to fuel pro-
duced after December 31, 2008.

SEC. 212. EXTENSION AND MODIFICATION OF
ELECTION TO EXPENSE CERTAIN RE-
FINERIES.

(a) EXTENSION.—Paragraph (1) of section
179C(c) (relating to qualified refinery prop-
erty) is amended—

(1) by striking ‘“‘January 1, 2012 in sub-
paragraph (B) and inserting ‘‘January 1,
2014, and

(2) by striking ‘‘January 1, 2008’ each place
it appears in subparagraph (F) and inserting
“January 1, 2010”.

(b) INCLUSION OF FUEL DERIVED FROM
SHALE AND TAR SANDS.—

(1) IN GENERAL.—Subsection (d) of section
179C is amended by inserting ‘‘, or directly
from shale or tar sands” after ‘‘(as defined in
section 45K(c))”’.

(2) CONFORMING AMENDMENT.—Paragraph
(2) of section 179C(e) is amended by inserting

‘‘shale, tar sands, or’ before ‘‘qualified
fuels”.
(c) EFFECTIVE DATE.—The amendments

made by this section shall apply to property

placed in service after the date of the enact-

ment of this Act.

SEC. 213. EXTENSION OF SUSPENSION OF TAX-
ABLE INCOME LIMIT ON PERCENT-
AGE DEPLETION FOR OIL AND NAT-
URAL GAS PRODUCED FROM MAR-
GINAL PROPERTIES.

Subparagraph (H) of section 613A(c)(6) (re-
lating to oil and gas produced from marginal
properties) is amended by striking ‘‘January
1, 2008’ and inserting ‘‘January 1, 2011°°.

TITLE III—ENERGY CONSERVATION AND
EFFICIENCY PROVISIONS
SEC. 301. QUALIFIED ENERGY CONSERVATION
BONDS.

(a) IN GENERAL.—Subpart I of part IV of
subchapter A of chapter 1, as amended by
section 106, is amended by adding at the end
the following new section:

“SEC. 54D. QUALIFIED ENERGY CONSERVATION
BONDS.

‘““(a) QUALIFIED ENERGY CONSERVATION
BoND.—For purposes of this subchapter, the
term ‘qualified energy conservation bond’
means any bond issued as part of an issue
if—

“(1) 100 percent of the available project
proceeds of such issue are to be used for one
or more qualified conservation purposes,

‘“(2) the bond is issued by a State or local
government, and
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‘“(3) the issuer designates such bond for
purposes of this section.

““(b) REDUCED CREDIT AMOUNT.—The annual
credit determined under section 54A(b) with
respect to any qualified energy conservation
bond shall be 70 percent of the amount so de-
termined without regard to this subsection.

‘‘(c) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—The maximum aggregate face
amount of bonds which may be designated
under subsection (a) by any issuer shall not
exceed the limitation amount allocated to
such issuer under subsection (e).

‘“(d) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—There is a national
qualified energy conservation bond limita-
tion of $3,000,000,000.

‘‘(e) ALLOCATIONS.—

‘(1) IN GENERAL.—The limitation applica-
ble under subsection (d) shall be allocated by
the Secretary among the States in propor-
tion to the population of the States.

‘“(2) ALLOCATIONS TO LARGEST LOCAL GOV-
ERNMENTS.—

‘“(A) IN GENERAL.—In the case of any State
in which there is a large local government,
each such local government shall be allo-
cated a portion of such State’s allocation
which bears the same ratio to the State’s al-
location (determined without regard to this
subparagraph) as the population of such
large local government bears to the popu-
lation of such State.

‘(B) ALLOCATION OF UNUSED LIMITATION TO
STATE.—The amount allocated under this
subsection to a large local government may
be reallocated by such local government to
the State in which such local government is
located.

‘(C) LARGE LOCAL GOVERNMENT.—For pur-
poses of this section, the term ‘large local
government’ means any municipality or
county if such municipality or county has a
population of 100,000 or more.

‘“(3) ALLOCATION TO ISSUERS; RESTRICTION
ON PRIVATE ACTIVITY BONDS.—Any allocation
under this subsection to a State or large
local government shall be allocated by such
State or large local government to issuers
within the State in a manner that results in
not less than 70 percent of the allocation to
such State or large local government being
used to designate bonds which are not pri-
vate activity bonds.

“(f) QUALIFIED CONSERVATION PURPOSE.—
For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified con-
servation purpose’ means any of the fol-
lowing:

“‘(A) Capital expenditures incurred for pur-
poses of—

‘(i) reducing energy consumption in pub-
licly-owned buildings by at least 20 percent,

‘(i) implementing green community pro-
grams,

‘‘(iii) rural development involving the pro-
duction of electricity from renewable energy
resources, or

‘“(iv) any qualified facility (as determined
under section 45(d) without regard to para-
graphs (8) and (10) thereof and without re-
gard to any placed in service date).

‘(B) Expenditures with respect to research
facilities, and research grants, to support re-
search in—

‘(i) development of cellulosic ethanol or
other nonfossil fuels,

‘‘(ii) technologies for the capture and se-
questration of carbon dioxide produced
through the use of fossil fuels,

‘‘(iii) increasing the efficiency of existing
technologies for producing nonfossil fuels,

‘(iv) automobile battery technologies and
other technologies to reduce fossil fuel con-
sumption in transportation, or

‘(v) technologies to reduce energy use in
buildings.
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“(C) Mass commuting facilities and related
facilities that reduce the consumption of en-
ergy, including expenditures to reduce pollu-
tion from vehicles used for mass commuting.

‘(D) Demonstration projects designed to
promote the commercialization of—

‘(i) green building technology,

‘(i) conversion of agricultural waste for
use in the production of fuel or otherwise,

‘“(iii) advanced battery manufacturing
technologies,

‘(iv) technologies to reduce peak use of
electricity, or

‘(v) technologies for the capture and se-
questration of carbon dioxide emitted from
combusting fossil fuels in order to produce
electricity.

‘“(E) Public education campaigns to pro-
mote energy efficiency.

‘“(2) SPECIAL RULES FOR PRIVATE ACTIVITY
BONDS.—For purposes of this section, in the
case of any private activity bond, the term
‘qualified conservation purposes’ shall not
include any expenditure which is not a cap-
ital expenditure.

‘“(g) POPULATION.—

‘(1) IN GENERAL.—The population of any
State or local government shall be deter-
mined for purposes of this section as pro-
vided in section 146(j) for the calendar year
which includes the date of the enactment of
this section.

‘‘(2) SPECIAL RULE FOR COUNTIES.—In deter-
mining the population of any county for pur-
poses of this section, any population of such
county which is taken into account in deter-
mining the population of any municipality
which is a large local government shall not
be taken into account in determining the
population of such county.

““(h) APPLICATION TO INDIAN TRIBAL GOV-
ERNMENTS.—An Indian tribal government
shall be treated for purposes of this section
in the same manner as a large local govern-
ment, except that—

‘(1) an Indian tribal government shall be
treated for purposes of subsection (e) as lo-
cated within a State to the extent of so
much of the population of such government
as resides within such State, and

‘“(2) any bond issued by an Indian tribal
government shall be treated as a qualified
energy conservation bond only if issued as
part of an issue the available project pro-
ceeds of which are used for purposes for
which such Indian tribal government could
issue bonds to which section 103(a) applies.”.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 54A(d), as
amended by this Act, is amended to read as
follows:

(1) QUALIFIED TAX CREDIT BOND.—The term
‘qualified tax credit bond’ means—

‘“(A) a qualified forestry conservation
bond,

‘“(B) a new clean renewable energy bond, or

‘(C) a qualified energy conservation bond,
which is part of an issue that meets require-
ments of paragraphs (2), (3), (4), (5), and (6).”.

(2) Subparagraph (C) of section 54A(d)(2), as
amended by this Act, is amended to read as
follows:

‘(C) QUALIFIED PURPOSE.—For purposes of
this paragraph, the term ‘qualified purpose’
means—

‘(i) in the case of a qualified forestry con-
servation bond, a purpose specified in section
54B(e),

‘(i) in the case of a new clean renewable
energy bond, a purpose specified in section
54C(a)(1), and

‘‘(iii) in the case of a qualified energy con-
servation bond, a purpose specified in section
54D(a)(1).”.

(3) The table of sections for subpart I of
part IV of subchapter A of chapter 1, as
amended by this Act, is amended by adding
at the end the following new item:

“Sec. 54D. Qualified energy conservation
bonds.”.
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(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to obliga-
tions issued after the date of the enactment
of this Act.

SEC. 302. CREDIT FOR NONBUSINESS ENERGY
PROPERTY.

(a) EXTENSION OF CREDIT.—Section 25C(g) is
amended by striking ‘‘placed in service after
December 31, 2007’ and inserting ‘‘placed in
service—

‘(1) after December 31, 2007, and before
January 1, 2009, or

‘(2) after December 31, 2011.”".

(b) QUALIFIED BIOMASS FUEL PROPERTY.—

(1) IN GENERAL.—Section 25C(d)(3) is
amended—

(A) by striking ‘“‘and” at the end of sub-
paragraph (D),

(B) by striking the period at the end of
subparagraph (E) and inserting ‘‘, and”’, and

(C) by adding at the end the following new
subparagraph:

‘“(F) a stove which uses the burning of bio-
mass fuel to heat a dwelling unit located in
the United States and used as a residence by
the taxpayer, or to heat water for use in such
a dwelling unit, and which has a thermal ef-
ficiency rating of at least 75 percent.”.

(2) BIOMASS FUEL.—Section 25C(d) is
amended by adding at the end the following
new paragraph:

‘“(6) BIOMASS FUEL.—The term ‘biomass
fuel’ means any plant-derived fuel available
on a renewable or recurring basis, including
agricultural crops and trees, wood and wood
waste and residues (including wood pellets),
plants (including aquatic plants), grasses,
residues, and fibers.”.

(¢c) MODIFICATION OF WATER HEATER RE-
QUIREMENTS.—Section 25C(d)(3)(E) is amend-
ed by inserting ‘‘or a thermal efficiency of at
least 90 percent’ after ‘‘0.80°".

(d) COORDINATION WITH CREDIT FOR QUALI-
FIED GEOTHERMAL HEATPUMP PROPERTY EX-
PENDITURES.—

(1) IN GENERAL.—Paragraph (3) of section
25C(d), as amended by subsections (b) and (c),
is amended by striking subparagraph (C) and
by redesignating subparagraphs (D), (E), and
(F) as subparagraphs (C), (D), and (E), respec-
tively.

(2) CONFORMING AMENDMENT.—Subpara-
graph (C) of section 25C(d)(2) is amended to
read as follows:

‘(C) REQUIREMENTS AND STANDARDS FOR AIR
CONDITIONERS AND HEAT PUMPS.—The stand-
ards and requirements prescribed by the Sec-
retary under subparagraph (B) with respect
to the energy efficiency ratio (EER) for cen-
tral air conditioners and electric heat
pumps—

‘(i) shall require measurements to be
based on published data which is tested by
manufacturers at 95 degrees Fahrenheit, and

‘“(ii) may be based on the certified data of
the Air Conditioning and Refrigeration Insti-
tute that are prepared in partnership with
the Consortium for Energy Efficiency.”’.

(e) MODIFICATION OF QUALIFIED ENERGY EF-
FICIENCY IMPROVEMENTS.—

(1) IN GENERAL.—Paragraph (1) of section
256C(c) is amended by inserting ¢, or an as-
phalt roof with appropriate cooling gran-
ules,” before ‘‘which meet the Energy Star
program requirements’’.

(2) BUILDING ENVELOPE COMPONENT.—Sub-
paragraph (D) of section 25C(c)(2) is amend-
ed—

(A) by inserting ‘‘or asphalt roof” after
‘“metal roof”’, and

(B) by inserting ‘‘or cooling granules’”
after ‘“‘pigmented coatings’’.

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made this
section shall apply to expenditures made
after December 31, 2008.

(2) MODIFICATION OF QUALIFIED ENERGY EF-
FICIENCY IMPROVEMENTS.—The amendments
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made by subsection (e) shall apply to prop-
erty placed in service after the date of the
enactment of this Act.

SEC. 303. ENERGY EFFICIENT COMMERCIAL
BUILDINGS DEDUCTION.

Subsection (h) of section 179D is amended
by striking ‘‘December 31, 2008’ and insert-
ing ‘“December 31, 2013"".

SEC. 304. NEW ENERGY EFFICIENT HOME CREDIT.

Subsection (g) of section 45L (relating to
termination) is amended by striking ‘‘De-
cember 31, 2008’ and inserting ‘‘December 31,
2011,

SEC. 305. MODIFICATIONS OF ENERGY EFFICIENT
APPLIANCE CREDIT FOR APPLI-
ANCES PRODUCED AFTER 2007.

(a) IN GENERAL.—Subsection (b) of section
45M is amended to read as follows:

‘“(b) APPLICABLE AMOUNT.—For purposes of
subsection (a)—

‘(1) DISHWASHERS.—The applicable amount
is—

““(A) $45 in the case of a dishwasher which
is manufactured in calendar year 2008 or 2009
and which uses no more than 324 kilowatt
hours per year and 5.8 gallons per cycle, and

‘“(B) $75 in the case of a dishwasher which
is manufactured in calendar year 2008, 2009,
or 2010 and which uses no more than 307 kilo-
watt hours per year and 5.0 gallons per cycle
(6.5 gallons per cycle for dishwashers de-
signed for greater than 12 place settings).

‘(2) CLOTHES WASHERS.—The applicable
amount is—

‘““(A) $75 in the case of a residential top-
loading clothes washer manufactured in cal-
endar year 2008 which meets or exceeds a 1.72
modified energy factor and does not exceed a
8.0 water consumption factor,

‘“(B) $125 in the case of a residential top-
loading clothes washer manufactured in cal-
endar year 2008 or 2009 which meets or ex-
ceeds a 1.8 modified energy factor and does
not exceed a 7.5 water consumption factor,

“(C) $150 in the case of a residential or
commercial clothes washer manufactured in
calendar year 2008, 2009, or 2010 which meets
or exceeds 2.0 modified energy factor and
does not exceed a 6.0 water consumption fac-
tor, and

“(D) $250 in the case of a residential or
commercial clothes washer manufactured in
calendar year 2008, 2009, or 2010 which meets
or exceeds 2.2 modified energy factor and
does not exceed a 4.5 water consumption fac-
tor.

“3) REFRIGERATORS.—The
amount is—

““(A) $50 in the case of a refrigerator which
is manufactured in calendar year 2008, and
consumes at least 20 percent but not more
than 22.9 percent less kilowatt hours per
year than the 2001 energy conservation
standards,

“(B) $75 in the case of a refrigerator which
is manufactured in calendar year 2008 or 2009,
and consumes at least 23 percent but no
more than 24.9 percent less kilowatt hours
per year than the 2001 energy conservation
standards,

“(C) $100 in the case of a refrigerator which
is manufactured in calendar year 2008, 2009,
or 2010, and consumes at least 25 percent but
not more than 29.9 percent less Kkilowatt
hours per year than the 2001 energy con-
servation standards, and

‘(D) $200 in the case of a refrigerator man-
ufactured in calendar year 2008, 2009, or 2010
and which consumes at least 30 percent less
energy than the 2001 energy conservation
standards.”.

(b) ELIGIBLE PRODUCTION.—

(1) SIMILAR TREATMENT FOR ALL APPLI-
ANCES.—Subsection (c¢) of section 45M is
amended—

applicable
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(A) by striking paragraph (2),

(B) by striking ‘(1) IN GENERAL’ and all
that follows through ‘‘the eligible’” and in-
serting ‘‘The eligible’’,

(C) by moving the text of such subsection
in line with the subsection heading, and

(D) by redesignating subparagraphs (A) and
(B) as paragraphs (1) and (2), respectively,
and by moving such paragraphs 2 ems to the
left.

(2) MODIFICATION OF BASE PERIOD.—Para-
graph (2) of section 45M(c), as amended by
paragraph (1), is amended by striking ‘‘3-cal-
endar year’ and inserting ‘‘2-calendar year’’.

(¢c) TYPES OF ENERGY EFFICIENT APPLI-
ANCES.—Subsection (d) of section 45M is
amended to read as follows:

‘“(d) TYPES OF ENERGY EFFICIENT APPLI-
ANCE.—For purposes of this section, the
types of energy efficient appliances are—

‘(1) dishwashers described in subsection
)@,

‘“(2) clothes washers described
section (b)(2), and

““(3) refrigerators described in subsection
(0(@3).”.

(d) AGGREGATE CREDIT AMOUNT ALLOWED.—

(1) INCREASE IN LIMIT.—Paragraph (1) of
section 45M(e) is amended to read as follows:

‘(1) AGGREGATE CREDIT AMOUNT ALLOWED.—
The aggregate amount of credit allowed
under subsection (a) with respect to a tax-
payer for any taxable year shall not exceed
$75,000,000 reduced by the amount of the
credit allowed under subsection (a) to the
taxpayer (or any predecessor) for all prior
taxable years beginning after December 31,
2007.”".

(2) EXCEPTION FOR CERTAIN REFRIGERATOR
AND CLOTHES WASHERS.—Paragraph (2) of sec-
tion 45M(e) is amended to read as follows:

¢(2) AMOUNT ALLOWED FOR CERTAIN REFRIG-
ERATORS AND CLOTHES WASHERS.—Refrig-
erators described in subsection (b)(3)(D) and
clothes washers described in subsection
(b)(2)(D) shall not be taken into account
under paragraph (1).”.

(e) QUALIFIED ENERGY EFFICIENT APPLI-
ANCES.—

(1) IN GENERAL.—Paragraph (1) of section
45M(f) is amended to read as follows:

‘(1) QUALIFIED ENERGY EFFICIENT APPLI-
ANCE.—The term ‘qualified energy efficient
appliance’ means—

‘““(A) any dishwasher described
section (b)(1),

‘(B) any clothes washer described in sub-
section (b)(2), and

‘“(C) any refrigerator described in sub-
section (b)(3).”.

(2) CLOTHES WASHER.—Section 45M(f)(3) is
amended by inserting ‘‘commercial’”’ before
“‘residential” the second place it appears.

(3) TOP-LOADING CLOTHES WASHER.—Sub-
section (f) of section 45M is amended by re-
designating paragraphs (4), (5), (6), and (7) as
paragraphs (5), (6), (7), and (8), respectively,
and by inserting after paragraph (3) the fol-
lowing new paragraph:

‘(4) TOP-LOADING CLOTHES WASHER.—The
term ‘top-loading clothes washer’ means a
clothes washer which has the clothes con-
tainer compartment access located on the
top of the machine and which operates on a
vertical axis.”.

(4) REPLACEMENT OF ENERGY FACTOR.—Sec-
tion 45M(f)(6), as redesignated by paragraph
(3), is amended to read as follows:

‘(6) MODIFIED ENERGY FACTOR.—The term
‘modified energy factor’ means the modified
energy factor established by the Department
of Energy for compliance with the Federal
energy conservation standard.”.

(5) GALLONS PER CYCLE; WATER CONSUMP-
TION FACTOR.—Section 45M(f), as amended by
paragraph (3), is amended by adding at the
end the following:

in sub-

in sub-
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‘(9) GALLONS PER CYCLE.—The term ‘gal-
lons per cycle’ means, with respect to a dish-
washer, the amount of water, expressed in
gallons, required to complete a normal cycle
of a dishwasher.

‘(10) WATER CONSUMPTION FACTOR.—The
term ‘water consumption factor’ means, with
respect to a clothes washer, the quotient of
the total weighted per-cycle water consump-
tion divided by the cubic foot (or liter) ca-
pacity of the clothes washer.”’.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to appli-
ances produced after December 31, 2007.

SEC. 306. ACCELERATED RECOVERY PERIOD FOR
DEPRECIATION OF SMART METERS
AND SMART GRID SYSTEMS.

(a) IN GENERAL.—Section 168(e)(3)(C) is
amended by striking ‘“‘and” at the end of
clause (iv), by redesignating clause (v) as
clause (vii), and by inserting after clause (iv)
the following new clauses:

‘“(v) any qualified smart electric meter,

“(vi) any qualified smart electric grid sys-
tem, and”’.

(b) DEFINITIONS.—Section 168(i) is amended
by inserting at the end the following new
paragraph:

‘“(18) QUALIFIED SMART ELECTRIC METERS.—

‘“(A) IN GENERAL.—The term ‘qualified
smart electric meter’ means any smart elec-
tric meter which is placed in service by a
taxpayer who is a supplier of electric energy
or a provider of electric energy services.

‘(B) SMART ELECTRIC METER.—For purposes
of subparagraph (A), the term ‘smart electric
meter’ means any time-based meter and re-
lated communication equipment which is ca-
pable of being used by the taxpayer as part
of a system that—

‘(1) measures and records electricity usage
data on a time-differentiated basis in at
least 24 separate time segments per day,

‘“(ii) provides for the exchange of informa-
tion between supplier or provider and the
customer’s electric meter in support of time-
based rates or other forms of demand re-
sponse,

‘‘(iii) provides data to such supplier or pro-
vider so that the supplier or provider can
provide energy usage information to cus-
tomers electronically, and

‘“(iv) provides net metering.

““(19) QUALIFIED SMART ELECTRIC GRID SYS-
TEMS.—

‘“(A) IN GENERAL.—The term ‘qualified
smart electric grid system’ means any smart
grid property used as part of a system for
electric distribution grid communications,
monitoring, and management placed in serv-
ice by a taxpayer who is a supplier of electric
energy or a provider of electric energy serv-
ices.

“(B) SMART GRID PROPERTY.—For the pur-
poses of subparagraph (A), the term ‘smart
grid property’ means electronics and related
equipment that is capable of—

‘(i) sensing, collecting, and monitoring
data of or from all portions of a utility’s
electric distribution grid,

‘(ii) providing real-time, two-way commu-
nications to monitor or manage such grid,
and

‘‘(iii) providing real time analysis of and
event prediction based upon collected data
that can be used to improve electric distribu-
tion system reliability, quality, and per-
formance.”.

(c) CONTINUED APPLICATION OF 150 PERCENT
DECLINING BALANCE METHOD.—Paragraph (2)
of section 168(b) is amended by striking ‘“‘or”’
at the end of subparagraph (B), by redesig-
nating subparagraph (C) as subparagraph (D),
and by inserting after subparagraph (B) the
following new subparagraph:

‘(C) any property (other than property de-
scribed in paragraph (3)) which is a qualified
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smart electric meter or qualified smart elec-
tric grid system, or”’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after the date of the enact-
ment of this Act.

SEC. 307. QUALIFIED GREEN BUILDING AND SUS-
TAINABLE DESIGN PROJECTS.

(a) IN GENERAL.—Paragraph (8) of section
142(1) is amended by striking ‘‘September 30,
2009’ and inserting ‘‘September 30, 2012°.

(b) TREATMENT OF CURRENT REFUNDING
BoNDs.—Paragraph (9) of section 142(1) is
amended by striking ‘‘October 1, 2009 and
inserting ‘‘October 1, 2012’

(c) ACCOUNTABILITY.—The second sentence
of section 701(d) of the American Jobs Cre-
ation Act of 2004 is amended by striking
‘“issuance,” and inserting ‘‘issuance of the
last issue with respect to such project,”.

SEC. 308. SPECIAL DEPRECIATION ALLOWANCE
FOR CERTAIN REUSE AND RECY-
CLING PROPERTY.

(a) IN GENERAL.—Section 168 is amended by
adding at the end the following new sub-
section:

“(m) SPECIAL ALLOWANCE FOR CERTAIN
REUSE AND RECYCLING PROPERTY.—

‘(1) IN GENERAL.—In the case of any quali-
fied reuse and recycling property—

‘““(A) the depreciation deduction provided
by section 167(a) for the taxable year in
which such property is placed in service shall
include an allowance equal to 50 percent of
the adjusted basis of the qualified reuse and
recycling property, and

‘“(B) the adjusted basis of the qualified
reuse and recycling property shall be reduced
by the amount of such deduction before com-
puting the amount otherwise allowable as a
depreciation deduction under this chapter
for such taxable year and any subsequent
taxable year.

‘“(2) QUALIFIED REUSE AND RECYCLING PROP-
ERTY.—For purposes of this subsection—

‘““(A) IN GENERAL.—The term ‘qualified
reuse and recycling property’ means any
reuse and recycling property—

‘(i) to which this section applies,

‘“(ii) which has a useful life of at least 5
years,

‘“(iii) the original use of which commences
with the taxpayer after August 31, 2008, and

‘“(iv) which is—

“(I) acquired by purchase (as defined in
section 179(d)(2)) by the taxpayer after Au-
gust 31, 2008, but only if no written binding
contract for the acquisition was in effect be-
fore September 1, 2008, or

“(II) acquired by the taxpayer pursuant to
a written binding contract which was en-
tered into after August 31, 2008.

*(B) EXCEPTIONS.—

‘(1) BONUS DEPRECIATION PROPERTY UNDER
SUBSECTION (k).—The term ‘qualified reuse
and recycling property’ shall not include any
property to which section 168(k) applies.

““(ii) ALTERNATIVE DEPRECIATION PROP-
ERTY.—The term ‘qualified reuse and recy-
cling property’ shall not include any prop-
erty to which the alternative depreciation
system under subsection (g) applies, deter-
mined without regard to paragraph (7) of
subsection (g) (relating to election to have
system apply).

‘“(iii) ELECTION OoUT.—If a taxpayer makes
an election under this clause with respect to
any class of property for any taxable year,
this subsection shall not apply to all prop-
erty in such class placed in service during
such taxable year.

¢(C) SPECIAL RULE FOR SELF-CONSTRUCTED
PROPERTY.—In the case of a taxpayer manu-
facturing, constructing, or producing prop-
erty for the taxpayer’s own use, the require-
ments of clause (iv) of subparagraph (A) shall
be treated as met if the taxpayer begins
manufacturing, constructing, or producing
the property after August 31, 2008.



September 11, 2008

‘(D) DEDUCTION ALLOWED IN COMPUTING
MINIMUM TAX.—For purposes of determining
alternative minimum taxable income under
section 55, the deduction under subsection
(a) for qualified reuse and recycling property
shall be determined under this section with-
out regard to any adjustment under section
56.

‘“(3) DEFINITIONS.—For purposes of this sub-
section—

‘“(A) REUSE AND RECYCLING PROPERTY.—

‘(i) IN GENERAL.—The term ‘reuse and re-
cycling property’ means any machinery and
equipment (not including buildings or real
estate), along with all appurtenances there-
to, including software necessary to operate
such equipment, which is used exclusively to
collect, distribute, or recycle qualified reuse
and recyclable materials.

‘(ii) EXCLUSION.—Such term does not in-
clude rolling stock or other equipment used
to transport reuse and recyclable materials.

‘(B) QUALIFIED REUSE AND RECYCLABLE MA-
TERIALS.—

‘(i) IN GENERAL.—The term ‘qualified reuse
and recyclable materials’ means scrap plas-
tic, scrap glass, scrap textiles, scrap rubber,
scrap packaging, recovered fiber, scrap fer-
rous and nonferrous metals, or electronic
scrap generated by an individual or business.

‘(ii) ELECTRONIC SCRAP.—For purposes of
clause (i), the term ‘electronic scrap’
means—

‘() any cathode ray tube, flat panel
screen, or similar video display device with a
screen size greater than 4 inches measured
diagonally, or

‘(IT) any central processing unit.

¢“(C) RECYCLING OR RECYCLE.—The term ‘re-
cycling’ or ‘recycle’ means that process (in-
cluding sorting) by which worn or super-
fluous materials are manufactured or proc-
essed into specification grade commodities
that are suitable for use as a replacement or
substitute for virgin materials in manufac-
turing tangible consumer and commercial
products, including packaging.”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to property
placed in service after August 31, 2008.

TITLE IV—MISCELLANEOUS ENERGY
PROVISIONS
SEC. 401. SPECIAL RULE TO IMPLEMENT FERC
AND STATE ELECTRIC RESTRUC-
TURING POLICY.

(a) EXTENSION FOR QUALIFIED ELECTRIC
UTILITIES. —

(1) IN GENERAL.—Paragraph (3) of section
451(i) is amended by inserting ‘‘(before Janu-
ary 1, 2010, in the case of a qualified electric
utility)”’ after ‘““‘January 1, 2008°.

(2) QUALIFIED ELECTRIC UTILITY.—Sub-
section (i) of section 451 is amended by redes-
ignating paragraphs (6) through (10) as para-
graphs (7) through (11), respectively, and by
inserting after paragraph (5) the following
new paragraph:

¢“(6) QUALIFIED ELECTRIC UTILITY.—For pur-
poses of this subsection, the term ‘qualified
electric utility’ means a person that, as of
the date of the qualifying electric trans-
mission transaction, is vertically integrated,
in that it is both—

““(A) a transmitting utility (as defined in
section 3(23) of the Federal Power Act (16
U.S.C. 796(23))) with respect to the trans-
mission facilities to which the election
under this subsection applies, and

‘“(B) an electric utility (as defined in sec-
tion 3(22) of the Federal Power Act (16 U.S.C.

796(22))).”.
(b) EXTENSION OF PERIOD FOR TRANSFER OF
OPERATIONAL  CONTROL  AUTHORIZED BY

FERC.—Clause (ii) of section 451(i)(4)(B) is
amended by striking ‘‘December 31, 2007’ and
inserting ‘‘the date which is 4 years after the
close of the taxable year in which the trans-
action occurs’.
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(c) PROPERTY LOCATED OUTSIDE THE UNITED
STATES NOT TREATED AS EXEMPT UTILITY
PROPERTY.—Paragraph (5) of section 451(i) is
amended by adding at the end the following
new subparagraph:

“(C) EXCEPTION FOR PROPERTY LOCATED
OUTSIDE THE UNITED STATES.—The term ‘ex-
empt utility property’ shall not include any
property which is located outside the United
States.”.

(d) EFFECTIVE DATES.—

(1) EXTENSION.—The amendments made by
subsection (a) shall apply to transactions
after December 31, 2007.

(2) TRANSFERS OF OPERATIONAL CONTROL.—
The amendment made by subsection (b) shall
take effect as if included in section 909 of the
American Jobs Creation Act of 2004.

(3) EXCEPTION FOR PROPERTY LOCATED OUT-
SIDE THE UNITED STATES.—The amendment
made by subsection (c¢) shall apply to trans-
actions after the date of the enactment of
this Act.

SEC. 402. MODIFICATION OF CREDIT FOR PRO-
DUCTION FROM ADVANCED NU-
CLEAR POWER FACILITIES.

(a) IN GENERAL.—Paragraph (2) of section
45J(b) (relating to national limitation) is
amended by striking ‘6,000 megawatts’’ and
inserting ‘8,000 megawatts’’.

(b) ALLOCATION OF CREDIT TO PRIVATE
PARTNERS OF TAX-EXEMPT ENTITIES.—

(1) IN GENERAL.—Section 45J (relating to
credit for production from advanced nuclear
power facilities) is amended—

(A) by redesignating subsection (e) as sub-
section (f), and

(B) by inserting after subsection (d) the
following new subsection:

‘““(e) SPECIAL RULE FOR PUBLIC-PRIVATE
PARTNERSHIPS.—

‘(1) IN GENERAL.—In the case of an ad-
vanced nuclear power facility which is owned
by a public-private partnership, any quali-
fied public entity which is a member of such
partnership may transfer such entity’s allo-
cation of the credit under subsection (a) to
any non-public entity which is a member of
such partnership, except that the aggregate
allocations of such credit claimed by such
non-public entity shall be subject to the lim-
itations under subsections (b) and (c) and
section 38(c).

‘(2) QUALIFIED PUBLIC ENTITY.—For pur-
poses of this subsection, the term ‘qualified
public entity’ means a Federal, State, or
local government entity, or any political
subdivision thereof, or a cooperative organi-
zation described in section 1381(a).

‘“(3) VERIFICATION OF TRANSFER OF ALLOCA-
TION.—A qualified public entity that makes a
transfer under paragraph (1), and a non-pub-
lic entity that receives an allocation under
such a transfer, shall provide verification of
such transfer in such manner and at such
time as the Secretary shall prescribe.”’.

(2) COORDINATION WITH GENERAL BUSINESS
CREDIT.—Subsection (c) of section 38 (relat-
ing to limitation based on amount of tax) is
amended by adding at the end the following
new paragraph:

¢‘(6) SPECIAL RULE FOR CREDIT FOR PRODUC-
TION FROM ADVANCED NUCLEAR POWER FACILI-
TIES.—

‘‘(A) IN GENERAL.—In the case of the credit
for production from advanced nuclear power
facilities determined under section 45J(a),
paragraph (1) shall not apply with respect to
any qualified public entity (as defined in sec-
tion 45J(e)(2)) which transfers the entity’s al-
location of such credit to a non-public part-
ner as provided in section 45J(e)(1).

¢(B) VERIFICATION OF TRANSFER.—Subpara-
graph (A) shall not apply to any qualified
public entity unless such entity provides
verification of a transfer of credit allocation
as required under section 45J(e)(3).”".

(c) EFFECTIVE DATE.—
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(1) IN GENERAL.—The amendment made by
subsection (a) shall apply to electricity pro-
duced in taxable years beginning after the
date of the enactment of this Act.

(2) ALLOCATION OF CREDIT.—The amend-
ments made by subsection (b) shall apply to
taxable years beginning after the date of the
enactment of this Act.

SEC. 403. INCOME AVERAGING FOR AMOUNTS RE-
CEIVED IN CONNECTION WITH THE
EXXON VALDEZ LITIGATION.

(a) INCOME AVERAGING OF AMOUNTS RE-
CEIVED FROM THE EXXON VALDEZ LITIGA-
TION.—For purposes of section 1301 of the In-
ternal Revenue Code of 1986—

(1) any qualified taxpayer who receives any
qualified settlement income in any taxable
year shall be treated as engaged in a fishing
business (determined without regard to the
commercial nature of the business), and

(2) such qualified settlement income shall
be treated as income attributable to such a
fishing business for such taxable year.

(b) CONTRIBUTIONS OF AMOUNTS RECEIVED
TO RETIREMENT ACCOUNTS.—

(1) IN GENERAL.—Any qualified taxpayer
who receives qualified settlement income
during the taxable year may, at any time be-
fore the end of the taxable year in which
such income was received, make one or more
contributions to an eligible retirement plan
of which such qualified taxpayer is a bene-
ficiary in an aggregate amount not to exceed
the lesser of—

(A) $100,000 (reduced by the amount of
qualified settlement income contributed to
an eligible retirement plan in prior taxable
years pursuant to this subsection), or

(B) the amount of qualified settlement in-
come received by the individual during the
taxable year.

(2) TIME WHEN CONTRIBUTIONS DEEMED
MADE.—For purposes of paragraph (1), a
qualified taxpayer shall be deemed to have
made a contribution to an eligible retire-
ment plan on the last day of the taxable year
in which such income is received if the con-
tribution is made on account of such taxable
year and is made not later than the time pre-
scribed by law for filing the return for such
taxable year (not including extensions there-
of).

(3) TREATMENT OF CONTRIBUTIONS TO ELIGI-
BLE RETIREMENT PLANS.—For purposes of the
Internal Revenue Code of 1986, if a contribu-
tion is made pursuant to paragraph (1) with
respect to qualified settlement income,
then—

(A) except as provided in paragraph (4)—

(i) to the extent of such contribution, the
qualified settlement income shall not be in-
cluded in taxable income, and

(ii) for purposes of section 72 of such Code,
such contribution shall not be considered to
be investment in the contract,

(B) the qualified taxpayer shall, to the ex-
tent of the amount of the contribution, be
treated—

(i) as having received the qualified settle-
ment income—

(I) in the case of a contribution to an indi-
vidual retirement plan (as defined under sec-
tion 7701(a)(37) of such Code), in a distribu-
tion described in section 408(d)(3) of such
Code, and

(IT) in the case of any other eligible retire-
ment plan, in an eligible rollover distribu-
tion (as defined under section 402(f)(2) of such
Code), and

(ii) as having transferred the amount to
the eligible retirement plan in a direct trust-
ee to trustee transfer within 60 days of the
distribution,

(C) section 408(d)(3)(B) of the Internal Rev-
enue Code of 1986 shall not apply with re-
spect to amounts treated as a rollover under
this paragraph, and
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(D) section 408A(c)(3)(B) of the Internal
Revenue Code of 1986 shall not apply with re-
spect to amounts contributed to a Roth IRA
(as defined under section 408A(b) of such
Code) or a designated Roth contribution to
an applicable retirement plan (within the
meaning of section 402A of such Code) under
this paragraph.

(4) SPECIAL RULE FOR ROTH IRAS AND ROTH
401(k)s.—For purposes of the Internal Rev-
enue Code of 1986, if a contribution is made
pursuant to paragraph (1) with respect to
qualified settlement income to a Roth IRA
(as defined under section 408A(b) of such
Code) or as a designated Roth contribution
to an applicable retirement plan (within the
meaning of section 402A of such Code),
then—

(A) the qualified settlement income shall
be includible in taxable income, and

(B) for purposes of section 72 of such Code,
such contribution shall be considered to be
investment in the contract.

(5) ELIGIBLE RETIREMENT PLAN.—For pur-
pose of this subsection, the term ‘‘eligible re-
tirement plan’ has the meaning given such
term under section 402(c)(8)(B) of the Inter-
nal Revenue Code of 1986.

(¢) TREATMENT OF QUALIFIED SETTLEMENT
INCOME UNDER EMPLOYMENT TAXES.—

(1) SECA.—For purposes of chapter 2 of the
Internal Revenue Code of 1986 and section 211
of the Social Security Act, no portion of
qualified settlement income received by a
qualified taxpayer shall be treated as self-
employment income.

(2) FICA.—For purposes of chapter 21 of the
Internal Revenue Code of 1986 and section 209
of the Social Security Act, no portion of
qualified settlement income received by a
qualified taxpayer shall be treated as wages.

(d) QUALIFIED TAXPAYER.—For purposes of
this section, the term ‘‘qualified taxpayer’’
means—

(1) any individual who is a plaintiff in the
civil action In re Exxon Valdez, No. 89-095-CV
(HRH) (Consolidated) (D. Alaska); or

(2) any individual who is a beneficiary of
the estate of such a plaintiff who—

(A) acquired the right to receive qualified
settlement income from that plaintiff; and

(B) was the spouse or an immediate rel-
ative of that plaintiff.

(e) QUALIFIED SETTLEMENT INCOME.—For
purposes of this section, the term ‘‘qualified
settlement income’ means any interest and
punitive damage awards which are—

(1) otherwise includible in taxable income,
and

(2) received (whether as lump sums or peri-
odic payments) in connection with the civil
action In re Exxon Valdez, No. 89-095-CV
(HRH) (Consolidated) (D. Alaska) (whether
pre- or post-judgment and whether related to
a settlement or judgment).

TITLE V—REVENUE PROVISIONS

SEC. 501. LIMITATION OF DEDUCTION FOR IN-
COME ATTRIBUTABLE TO DOMESTIC
PRODUCTION OF OIL, GAS, OR PRI-
MARY PRODUCTS THEREOF.

(a) DENIAL OF DEDUCTION FOR MAJOR INTE-
GRATED OIL COMPANIES AND STATE-OWNED OIL
COMPANIES FOR INCOME ATTRIBUTABLE TO DoO-
MESTIC PRODUCTION OF OIL, GAS, OR PRIMARY
PRODUCTS THEREOF.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 199(c)(4) of the Internal Revenue Code of
1986 (relating to exceptions) is amended by
striking ‘“‘or” at the end of clause (ii), by
striking the period at the end of clause (iii)
and inserting *‘, or”’, and by inserting after
clause (iii) the following new clause:

‘“(iv) in the case of any disqualified oil
company, the production, refining, proc-
essing, transportation, or distribution of oil,
gas, or any primary product thereof.”.
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(2) DISQUALIFIED OIL COMPANY.—Section
199(c) of such Code is amended by adding at
the end the following new paragraph:

¢“(8) DISQUALIFIED OIL COMPANY.—

‘“(A) IN GENERAL.—The term ‘disqualified
oil company’ means—

‘(i) any major integrated oil company (as
defined in section 167(h)(5)(B)) during any
taxable year described in section 167(h)(5)(B),
or

‘“(ii) any controlled commercial entity (as
defined in section 892(a)(2)(B)) the commer-
cial activities of which during the taxable
year includes the production, refining, proc-
essing, transportation, or distribution of oil,
gas, or any primary product thereof.

‘(B) PRIMARY PRODUCT.—The term ‘pri-
mary product’ has the same meaning as
when used in section 927(a)(2)(C), as in effect
before its repeal.”.

(b) LIMITATION ON OIL RELATED QUALIFIED
PRODUCTION ACTIVITIES INCOME FOR TAX-
PAYERS OTHER THAN MAJOR INTEGRATED OIL
COMPANIES AND STATE-OWNED OIL COMPA-
NIES.—

(1) IN GENERAL.—Section 199(d) of the Inter-
nal Revenue Code of 1986 is amended by re-
designating paragraph (9) as paragraph (10)
and by inserting after paragraph (8) the fol-
lowing new paragraph:

“(9) SPECIAL RULE FOR TAXPAYERS WITH OIL
RELATED QUALIFIED PRODUCTION ACTIVITIES IN-
COME.—

‘“(A) IN GENERAL.—If a taxpayer (other
than a disqualified oil company) has oil re-
lated qualified production activities income
for any taxable year beginning after 2009, the
amount otherwise allowable as a deduction
under subsection (a) shall be reduced by 3
percent of the least of—

‘(i) the oil related qualified production ac-
tivities income of the taxpayer for the tax-
able year,

‘‘(ii) the qualified production activities in-
come of the taxpayer for the taxable year, or

‘‘(iii) taxable income (determined without
regard to this section).

“(B) OIL RELATED QUALIFIED PRODUCTION
ACTIVITIES INCOME.—The term ‘oil related
qualified production activities income’
means for any taxable year the qualified pro-
duction activities income which is attrib-
utable to the production, refining, proc-
essing, transportation, or distribution of oil,
gas, or any primary product thereof during
such taxable year.”.

2) CONFORMING AMENDMENT.—Section
199(d)(2) of such Code (relating to application
to individuals) is amended by striking ‘‘sub-
section (a)(1)(B)”’ and inserting ‘‘subsections
(a)(1)(B) and (A)(9)(A)({ii)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2008.

SEC. 502. TAX ON CRUDE OIL AND NATURAL GAS

PRODUCED FROM THE OUTER CON-
TINENTAL SHELF IN THE GULF OF
MEXICO.

(a) IN GENERAL.—Subtitle E (relating to al-
cohol, tobacco, and certain other excise
taxes) is amended by adding at the end the
following new chapter:

“CHAPTER 56—TAX ON SEVERANCE OF
CRUDE OIL AND NATURAL GAS FROM
THE OUTER CONTINENTAL SHELF IN
THE GULF OF MEXICO

‘‘Sec. 5896. Imposition of tax.

‘‘Sec. 5897. Taxable crude oil or natural gas

and removal price.

‘“‘Sec. 5898. Special rules and definitions.

“SEC. 5896. IMPOSITION OF TAX.

‘‘(a) IN GENERAL.—In addition to any other
tax imposed under this title, there is hereby
imposed a tax equal to 13 percent of the re-
moval price of any taxable crude oil or nat-
ural gas removed from the premises during
any taxable period.
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‘““(b) CREDIT FOR FEDERAL ROYALTIES
PAID.—

‘(1) IN GENERAL.—There shall be allowed as
a credit against the tax imposed by sub-
section (a) with respect to the production of
any taxable crude oil or natural gas an
amount equal to the aggregate amount of
royalties paid under Federal law with re-
spect to such production.

¢“(2) LIMITATION.—The aggregate amount of
credits allowed under paragraph (1) to any
taxpayer for any taxable period shall not ex-
ceed the amount of tax imposed by sub-
section (a) for such taxable period.

‘(c) TAX PAID BY PRODUCER.—The tax im-
posed by this section shall be paid by the
producer of the taxable crude oil or natural
gas.

“SEC. 5897. TAXABLE CRUDE OIL OR NATURAL
GAS AND REMOVAL PRICE.

‘“(a) TAXABLE CRUDE OIL OR NATURAL
GAs.—For purposes of this chapter, the term
‘taxable crude oil or natural gas’ means
crude oil or natural gas which is produced
from Federal submerged lands on the outer
Continental Shelf in the Gulf of Mexico pur-
suant to a lease entered into with the United
States which authorizes the production.

‘‘(b) REMOVAL PRICE.—For purposes of this
chapter—

‘(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the term ‘removal
price’ means—

‘“(A) in the case of taxable crude oil, the
amount for which a barrel of such crude oil
is sold, and

‘“(B) in the case of taxable natural gas, the
amount per 1,000 cubic feet for which such
natural gas is sold.

‘(2) SALES BETWEEN RELATED PERSONS.—In
the case of a sale between related persons,
the removal price shall not be less than the
constructive sales price for purposes of de-
termining gross income from the property
under section 613.

¢“(3) OIL OR GAS REMOVED FROM PROPERTY
BEFORE SALE.—If crude oil or natural gas is
removed from the property before it is sold,
the removal price shall be the constructive
sales price for purposes of determining gross
income from the property under section 613.

‘“(4) REFINING BEGUN ON PROPERTY.—If the
manufacture or conversion of crude oil into
refined products begins before such oil is re-
moved from the property—

‘“(A) such oil shall be treated as removed
on the day such manufacture or conversion
begins, and

‘“(B) the removal price shall be the con-
structive sales price for purposes of deter-
mining gross income from the property
under section 613.

‘“(5) PROPERTY.—The term ‘property’ has
the meaning given such term by section 614.
“SEC. 5898. SPECIAL RULES AND DEFINITIONS.

“‘(a) ADMINISTRATIVE REQUIREMENTS.—

‘(1) WITHHOLDING AND DEPOSIT OF TAX.—
The Secretary shall provide for the with-
holding and deposit of the tax imposed under
section 5896 on a quarterly basis.

¢“(2) RECORDS AND INFORMATION.—Each tax-
payer liable for tax under section 5896 shall
keep such rec